YOU SHOULD HAVE SOLD HIM 
TWICE AS MUCH. 
HE BUYS FROM WHOSIS AND 
WHATSIS. WHY CAN'T WE GET 
ALL OF HIS BUSINESS? 


ORDER 
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THE CREDIT MAN IS A SALES OSTER 
IN THIS ISSUE—A Discussion of the New OPA Law e Bank Cr 
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Question Every Credit Man May Have to Answer e A Y 
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Person Who Should Be in Charge of Others? 
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Where he buys... 
What he buys... 
How much he owes now... 
How he pays... 


The information in Credit Interchange Reports is authentic—com- 


prehensive —up-to-date—and covers the facts from all markets and 


“For Service | 4! industries, Carefully tabulated for quick analysis, these reports aid 


you in making sound decisions . . . Ask the Bureau serving your area 


for full details of Credit Interchange service. Or, if you prefer, write 


= Credit Interchange Bureaus 
Siveninmers NATIONAL ASSOCIATION of CREDIT MEN 


than 50 principal 
cities. 


Tete | 1154 Paul Brown Building . . . ST. LOUIS I, MO. 
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School Time 


Millions of boys and girls, young men and young women, as well as people 

of middle age and advanced years will answer the school bell’s call this 

“ month. At no time in the history of the world have so many students of 

all ages sought education. The future of the world may indeed, be decided in 

the classrooms of this and other nations in the immediate years ahead. Here 
then, is the gravest responsibility that has ever faced our educators. 


Is the teaching to be honest, free of propaganda, and without prejudice? Will 
our educators realize that the ability to teach is of equal importance with the 
knowledge of the subject taught? Do they realize that their own conduct and 
character on and off the campus will influence the students as much as their 
work in the classroom? Will our educators studiously avoid the infiltration of 
politics in their teaching? Will they realize that the best evidence of a successful 
teacher is a student body that is taught to think soundly? 


These are questions that weigh heavily in the world’s future. 


Education, however, is more than a responsibility of our educators. It is a 
responsibility of all groups of citizens and of each and every individual. The 
Credit fraternity has planned to discharge its educational responsibility by hav- 
ing its professional organization, the NACM, develop the most complete and 
thorough educational training in credit and financial management that has ever 
been offered. Let us hope that every other profession schedules intensive edu- - 
cational programs. 


Education, balanced and honest, is a primary requisite if we are to have a 
sane and peaceful world. 


0 
HENRY H. HEIMANN, 
EXECUTIVE MANAGER 
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“THE House of the Seven Gables” 


he House of the Seven Gables” in 
Salem, Massachusetts, made memorable by 
Nathaniel Hawthorne in his delightful ro- 
mance named for the house, was, in its 
infancy really a house of eight gables. This 
fact was discovered when a plan which had 
been made in 1746 came to light. 

In appearance, the house resembled the 
traditional Gothic structure with its steep 
roof, the second floor overhang with orna- 
mental drops, and the leaded glass case- 
ment windows. The original part which had 
four gables had been built by John Turner, 


A corner of the garden showing interesting overhang. 


a mariner, either in 1668 or 1669. As the 
family fortunes increased, a lean-to was 
added and the old kitchen was turned into 
a shop where Mrs. Turner sold the small 
items from the cargoes of her husband’s 
four ketches. Eventually, other rooms were 
added until the house assumed 
the appearance of today’s res- 
toration. 

Upon the death of the male 
descendants of John Turner, the 
house was bought by Samuel 
Ingersoll, a sea captain, whose 
wife had been a Hawthorne. 
Only one child of this union, 
Susannah, survived her parents 
and she became the mistress of 
the famous home in 1812. 

It was because of an unhappy love affair 
of this “Cousin Susy,” that Hawthorne be- 
came so closely associated with the house. 
This sorrow led her to become a recluse and 
the only male allowed to cross the threshold 
was Nathaniel, eighteen years her junior. 


Nathaniel Hawthorne 


Her vivid memory of tales her parents told 
her enabled the author to piece together a 
complete word picture of the house. 

Aside from the gables, the most interest- 
ing feature of the building is the secret 
stairway which was not uncovered until 
near the end of the nineteenth 
century. It is believed that this 
had been built by the second 
John Turner around 1692, the 
year the witchcraft delusion ran 
rampant throughout Salem.’ Be- 
cause over-sens)tive children in- 
discriminately accused women 
of this evil, the whole country- 
side became terrified. Due to 
this situation, John Turner un- 
doubtedly built the stairway so 
that the women and girls in his family could 
be safely hidden away. 

The Home, through its agents and bro- 
kers, is America’s leading insurance pro- 
tector of American Homes and the Homes 
of American Industry. 


* THE HOME « 


e AUTOMOBILE 
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COMMUNITY PROPERTY AND CREDIT 


A recent publication of a talk 

= on Community Property in 

Oklahoma suggests that the 

subject might be treated to 

some advantage from a general 
standpoint as distinct from its spe- 
cific operation in the one state. 
Credit men who deal with customers 
in the states recognizing Community 
Property, may have problems of 
credit extension and_ collection 
peculiar to these few jurisdictions. 
Not many of the states of the union 
embrace the law of Community but 
the following states do: 
Louisiana Arizona Idaho 
Texas California Washington 
New Mexico Nevada Oklahoma 

It will be noted that these states 
are located toward the southwest 
and the west of the United States. 





Property Divided on 50-50 Basis 


The term “Community Property” 
is applied to a husband and wife 
ownership of property and to the 
gains from such property during 
marriage. In some respects it re- 
sembles a partnership though it is 
not much like a partnership either 
in respect to the allocations of gains 
and profits. ,In a partnership gains 
are in proportion to the contribu- 
tions by way of capital or services. 
In the Community the division is 
50-50 between husband and wife re- 
gardless of the disparity in contribu- 
tion of capital, property, energy, 
services and ingenuity. It is an inci- 
dent of marriage and does not arise 
out of contract between the parties. 

The main purpose of the Com- 
munity is an equal division of the 
marital gains between husband and 
wife or their heirs, on the dissolu- 
tion of the marriage by divorce, 
death, etc. In the interpretation of 
the status of Community according 
to the courts of the respective states 
mentioned above, and by way of 
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Wide Divergences Necessitate Careful Study 


ee 


by CARL B. EVERBERG 
LL. B., LL. M. 


Special Writer 
on the Laws of Trade 


| EeE—_————— eT 


statutes in the same states, there are 
wide differences as to the respective 
rights of the spouses, their heirs, the 
rights of creditors. Frequent changes 
result from year to year almost, in 
statutory enactments, and what may 
be true this year in a certain situa- 
tion may not be so next year. 

In a sense the marriage com- 
munity may be considered as a 
distinct legal entity although as such 
it cannot hold property, it cannot 
make contracts and it cannot sue or 
be sued. The husband is recognized 
by the law as the legal representa- 
tive of the community and he trans- 
acts the business for it in his name; 
consequently contracts can be made 
with him, title can be taken by him 
to property owned by the commu- 
nity ; he can be sued and he can sue 
for the community. 


Does All Property Become 
Community? 


Although generally property ac- 
quired by the spouses during mar- 
riage becomes community property, 
either spouse may hold separate 
property. A husband or a wife may 
acquire separate property as by a 
bequest or devise under a will. Most 
states define separate and commun- 
ity property. Property owned by 
either husband or wife before mar- 
riage is considered separate proper- 
ty. Other factors (for example sta- 
tutory provisions for the adminis- 
tration of community property upon 
death of a spouse) render the dis- 
tinction between separate property 
and community property quite diffi- 
cult at times. 







In some of the states the wife’s 
earnings are exempt from attach- 
ment or levy by creditors of the 
husband. 


Questions of Interest to the 
Credit Man 

Any property bought by either 
spouse on credit becomes part of 
the community, except that if credit 
is definitely and expressly based on 
a wife’s separate property, and she 
intends to pay out of her separate 
property, such property does not be- 
come community property. The 
credit man should of course deter- 
mine from investigation in a case 
where a wife is buying for her sepa- 
rate business, whether the commu- 
nity or her separate estate has the 
greater financial responsibility. 

If one of the spouses pledges or 
mortgages separate property for 
credit the property thus acquired 
on the extension of credit becomes 
separate property of the spouse. 

Generally (but always the statutes 
and the law of any given state should 
be checked) a wife may arrange 
to have credit issued to her person- 
ally and separately if the credit is 
predicated on her separate property 
and is to be satisfied out of her 
separate property. In Louisiana 
there is a statute permitting a mar- 
ried woman to carry on a business 
as a public merchant, but the busi- 
ness must be separate from the hus- 
band’s business. 


Other Factors Bearing on the 
Question 

Even though property comes to a 
spouse during marriage it may have 
simply been the completion or per- 
fection of a title already held equit- 
ably by one of the spouses before 
marriage. In such case it is con- 
sidered the separate property of 
such spouse. For example, a con- 
tract. of life insurance may have 
been made by a man while still 
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unmarried, If the policy becomes 
payable to him after marriage the 
proceeds do not belong to the com- 
munity even if the community has 
paid some of the premiums. The 
community in such case has of course 
the right of reimbursement out of 
the husband’s separate estate for 
such premiums. 

Difficult questions arise when 
there has been a dissolution of the 
marriage. Conversely to the propo- 
sition just above, if an equitable 
title is held by the community and 
death intervenes before the title is 
perfected, the title enures to the 
benefit of the community when it is 
perfected. For example, a convey- 
ance to a husband during marriage 
omitted a parcel of land by mistake. 
A conveyance after the death of the 
husband will enure to the benefit 
of the community. 

Profits, gains, rents, etc. of sepa- 
rate property belong, in some states, 
to the community, but according to 
statutes in other states, to the sepa- 
rate estate. The profits of a busi- 
ness into which the toil and energy 
of both spouses entered, belong to 
the community. 


Property Presumed to Belong to 
Community 


Ordinarily property acquired by 
either spouse after marriage belongs 
to the community by presumption. 
Proof must be adduced to overcome 
the presumption. Each case must 
stand on its own facts. 

A husband or wife must exercise 
much care and caution when they 
desire to acquire separate property 
either by exchange of property al- 
ready owned, or by money. In the 
case of money particular care is 
necessary because money 
ordinarily earmarked. 

Often in these states recognizing 
the Community husbands and wives 
make antenuptial contracts relative 
to the fixing of their right in prop- 
erty. 

Conveyance to a married woman 
can of course recite that the prop- 
erty is transferred as separate prop- 
erty but even this can be contra- 
verted by proof to the contrary. In 
some states if there is no fraud 
such a recital is generally binding. 
in other states the recital is only 
prima facie evidence that the con- 
veyance is in fact separate property. 

One who buys real estate from a 


is not’ 





There never was a subject in which you could pin a thing down 
with less certainty than in this. That is because there is an absolute 


lack of uniformity between the states on almost every point. 


The 


Mss., as you will notice, makes constant reference tq “in some 
states,” “in other states,” etc. ‘There is little a reader can take 
hold of as applying to his particular problem without having a 
further examination of the law of the state where his transaction 


arises. 





married woman in some “Com- 
munity” states does so at his peril. 


Husband’s Dominion over 
Community Property 


Except that a husband’s convey- 
ances of real estate are subject to 
attack from his wife if he intends 
to defraud her, he may dispose of 
it, encumber it and deal with it as 
if it were his own in many states. 
This is not because his right is 
superior to his wife’s but because 
the law contemplates that there must 
be some one to act as agent for the 
community and for the sake of ex- 
pediency and convenience the hus- 
band seems to have been the logical 
selection for such purpose. In some 
states this right has been limited to 
personal property. The tendency in 
many states has been to require a 
husband to obtain his wife’s signa- 
ture to deeds, mortgages and leases. 
Statutes in Community states should 
always be checked to find whether 
the wife must join in deeds, mort- 
gages or leases. 

The wife could not in any of the 
states transfer the community prop- 
erty herself. Her interest has been 
traditionally considered an inchoate 
one, like that of a wife’s right to 
dower which does not ripen till the 
husband’s death (in states where 
dower exists, being perhaps all other 
states than those recognizing the 
Community). In some states a wife 
has the right to convey herself if 
the husband abandons her. 

Though the husband in many 
states has a right to dispose of com- 
munity property he cannot do any- 
thing to prevent the wife from exer- 
cising her interest upon dissolution 
of the marriage for any cause. 


Creditors and the Community 
Property 

The community property is liable 
for community debts and consistently 
with the doctrine that the husband 
has dominion over the community 
property, he alone need be sued on 
a community debt. Therefore an 
execution on the judgment secured 
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against him can be enforced against _ 
the community property. 

Of course it follows that the hus- 
band can- contract for the com- 
munity, incur debts for it. 

In some states the community 
property may even be taken for the 
husband’s debts created before mar- 
riage and for his separate debts. 
Likewise in many states the eom- 
munity property may be taken for 
the wife’s debts which were created 
before marriage. 

Although some debts created dur- 
ing the existence of the Community 
may be considered non-community 
when contracted by the husband, it 
may be said that nearly all debts so 
contracted are community debts. 
However the following may be de- 
clared non-community by the courts: 
a judgment rendered on a tort com- 
mitted. by the husband; a surety 
undertaking for a corporation in 
which the husband held stock and 
which stock in no way enured to 
the benefit of the community; a 
debt of the husband’s contracted in 
a non-community state before re- 
moving to a state recognizing the 
community. 

In some states it is unlawful for 
a husband to contract debts on ac- 
count of the community or to dis- 
pose of the community real estate 
after an action for divorce is brought. 
This is because divorce dissolves 
the community (as does death) and 
dissolution of marriage brings about 
the need of division or administra- 
tion of the property. This brings 
us to a point of interest to credit 
men: What happens to Community 
Property when the husband or wife 
dies? 


Community Property Upon 
Death of a Spouse 


The law differs according to the 
jurisdiction. In some states the 
husband on the wife’s death retains 
control of the estate but for the 
purpose of settling it. And in the 
settlement the eommunity debts 
have a right to be paid first. Credi- 
tors may sue the husband and the 
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property, under this rule, will be 
subject to such judgments even as 
against the claims of the wife’s 
heirs. In these states the creditors 
fare satisfactorily. 

In these states the wife, if she is 
survivor, may renounce the com- 
munity and if she does she will not 
be liable at all for the community 
debts. If, on the contrary, she 
accepts, her liability is limited to 
50% of the property. 

In some other states:the rule is 
somewhat similar except that the 
surviving husband stands on a foot- 
ing somewhat like that of a sur- 
viving partner in a business partner- 
ship. He is a sort of trustee for 
the community and may convey 
community property to pay debts. 
The existence of community obliga- 
tions becomes a condition of his 
right to sell: The surviving wife 
has the same powers although a 
remarriage on her part revokes that 
authority. 


, Law May Hold Pitfalls for 
Creditors 


~In a few states (California, 
Nevada, examples) the surviving 
spouse takes the entire community 
title as his or her own. In these 
states (there being at least a couple 
of other states in this category) 
recent statutes have qualified’ the 
absolute rule of survivorship of title. 
Thus a spouse may make a dis- 
position of his interest-by will and 
therefore prevent automatic vesting 
of title in the other spouse. Fur- 
thermore in some states it makes 
a difference whether there are 
children or not. If the husband 
has abandoned his wife and lived 
apart from her without justifiable 
cause it may prevent operation of 
the survivorship rule also. In the 
states recognizing the vesting of the 
whole title in the survivor upon 
death, creditors may be at some 
disadvantage. If they have not com- 
pleted legal proceedings against the 
community property through to levy 
of execution and sale before death of 
the spouse the law places the title 
in the survivor at the death. Never- 
theless in some states the separate 
property of the husband is liable 
for community debts and in such 
case the creditors are not deprived 
of their remedies. Furthermore by 
statute in some states the survivor- 
ship is subject to community debts. 
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In other states the survivor takes 
only the half interest upon death 
of the spouse. 

A spouse may devise his or her 
half by will to others and such in- 
terest will vest in the devisee or 
devisees. A testator cannot devise 
more than his or her half and thus 
a husband cannot defeat his wife’s 
right to her one half of the com- 
munity property. 

If there is no will the community 
property (except in those states 
where the spouse takes the whole 
property by survivership) descends 
to the heirs, but subject to the debts 
of the community and the debts of 


each spouse. 


General Remarks 


In states recognizing the Com- 
munity some necessary confusion 
and doubt arise as to the right of 
ownership. This is true especially 
as to the wife. The seriousness of 
this is evidenced in cases of titles to 
real estate. If real estate stands 
in a wife’s name she may have difh- 
culty giving a marketable title be- 
cause of the presumption that it is 
community property. In some states 
proof is permitted to overcome this 
presumption and in some places a 
recital in the deed to the effect that 
the property was transferred to the 
wife as her separate property may 
help. 7 

In those states recognizing the 
dominion over the property in the 
husband, proof may be shown of 
the wife’s separate ownership and 
therefore there exists some peril 
here too. ’ 

It would seem a practical rule for 
thosé who acquite or who attempt 
to acquite property from a married 
party to have both husband and wife 
join in the conveyance. Credit mien 
might follow the rule to require the 
undertaking of both husband and 
wife in credit transactions in these 
states. In such event the under- 
taking ought to be in the nature 
of a joint and several one, as for 
example: “We jointly and sever- 
ally,” or “We and each of us,” etc. 
Thus redress on default could be 
had against either the community 
property or separate property. 
whichever the property turns out 
to be later. 


An additional slant on the effect . 


of the community property laws is 
provided in an article in the Nez: 
York Times of Sunday, August 25, 


* Brie.’ 


by Godfrey N. Nelson. Mr. Nelson 
points out the effect on income taxes 
of these laws; not only the effect on 
residents of the community property 
states, but on residents of all the 
other states as well, He shows that. 
although the community property 
laws give residents of those states 
considerable relief from taxation, 
residents of non-community states 
have to assume the burden. He sug- 
gests that an equitable solution to 
the problem would be to extend the 
privilege of filing a partnership re- 
turn as well as separate returns to 
all married couples. 

“Tf, as has been said by the 
United States Supreme Court, con- 
stitutional requirement of uniform- 
ity (of law) is not intrinsic, but 
geographic, Mr. Nelson writes, one 
can conceive of no harm in merely 
extending the geographic area by 
permitting husbands and wives in 
all the states to divide their incomes 
and report them in separate income 
tax returns. What is fair practice 
in one state should be fair in an- 
other. If legal justification is 
sought, it would be a simple matter 
to recognize a partnership between 
husband and wife and to permit 
them to file a partnership return as 
well as separate individual returns 
according to present practice in re- 
spect of partnerships. 

“While the suggested proposal 
would essentially reduce the Treas- 
ury’s revenues, this is not only an 
appropriate time to grant relief 
from the present drastic war tax 
burden but a proper means of equal- 
izing’ taxes applicable to the same 
class of taxpayers. Moreover, the 
proposal would remove a discrimi- 
nation now being imposed upon non- 
community property states.” 


Talon Credit Manager 


Enters’ Banking Field 


Erie: James M. Buckelew, credit man- 
ager of Talon, Inc., for the past eight 
years, has resigned to join Dunwoody- 
O’Brien “& Co., Inc., commercial bankers, 
of Chicago, as Vice-President. 

He has been affiliated with Talon since 
1935, when he resigned as assistant treas- 
urer of Atkinson, Wade & Co., drapery 
manufacturers, of New York. In 1938 he 
Was appointed general credit manager, 
succeeding P. K. Poulton. 

Mr. Buckelew is a Fellow of the Na- 
tional Institute of Credit, and an organizer 
of the Credit” Managers’ Association of 
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A DISCUSSION OF OPA 


Profits Not Guaranteed in New Law 


will lead to many increased 
prices is clear, but it is hardly 
the golden Niagara hoped for 
in some quarters. A review of the 
new provisions of the Price Con- 
trol Act will serve to clarify much 
confusion and misunderstanding 
caused by press reports which ap- 
peared during the stormy course of 
the bill through Congress. Before 
and after the President’s veto of the 
first version, a large group of liber- 
alizing provisions were widely pub- 
licized, but many did not survive the 
legislation mill and are not con- 
tained in the law as finally enacted. 
Consideration of the special pro- 
visions made for certain agricultural 
commodities and some specific.indus- 
tries will be omitted, so that this 
analysis can be confined to ceiling 
prices generally. 


= That the new price control act 
oe 


No Profit Guarantee 


At the outset, and contrary to 
widely circulated reports, it’ may be 
a source of disappointment to many 
firms to realize that the new law 
does not guarantee every business 
a “reasonable profit.” As a matter 
of fact, Congréss specifically pro- 
vided, for inétance, that no prices 
established by OPA for producers 
shall be “held*invalid ‘on acééunt of 
their’ failuré to retutn his costs to 
any particular member of any group 
involved.” It is, therefore, apparent 
that Congréss not only did not-guar- 
antee a profit to every business, but 
expressly allowed ceilings to be es- 
tablished by OPA ‘under which, in 
particular instances, business may be 
compelled to: operate on a below- 
cost basis: 

So far as individual sellers are 
‘coricerned, the new law leaves intact 
the discretionary power which the 
administrator has always had to 
make only such adjustments as he 


Nn mmnnnnrm5az7zn»z 
by JEROME COUNT 


Attorney-at-Law 
NEW YORK 


Formerly Chief Price Attorney of the OPA 
in New York City 
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considers reasonable. The revised 
pricing standards adopted by Con- 
gress apply only to industries as a 
whole. If an individual seller oper- 
ates under cost conditions which 
vary widely from his industry 
group, he may apply for relief but 
must meet the requirements of the 
particular regulation under which he 
operates. A clear understanding of 
this phase of the law will enable 
individual businessmen .and trade 
associations to determine more ac- 
curately the course they should fol- 
low in seeking price relief from OPA 
on an individual or industry-wide 
basis. 


. Rents and New Housing 


_., The rent control program has been 


left intact and will continue to func- 
tion in the same manner as prior 
to the expiration of the old law, 
without intervention of state controls. 

In the field of veterans’ housing, 
no change has been made in the 
construction program. That is, the 
power to establish rent ceilings and 


_sales prices for housing erected un- 


der the Veterans’ Emergency, Hous- 
ing Act are continued without modi- 


-fication. 


The major changes made in the 
basic provisions of the price control 
program are those affecting the 
manufacture and distribution of 
commodities generally. Since sev- 
eral distinct formulas were enacted, 
they must be considered separately. 


Modified Taft Formula 
It will be recalled that the earlier 
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aet merely laid down only broad 
policies, such as the standards re- 
quiring price ceilings that were 
“generally fair and equitable’ to 
effectuate the purposes of the law 
and that, so far as practicable, re- 
flected prices prevailing between 
October 1 and 15, 1941. Under the 
mew act, however, revised pricing 
standards are defined in greater 
detail. 

For example, the modified “Taft 
formula” provides a new rule for 
‘setting ceilings for producer, pro- 
cessor and service industries. Under 
this formula, the price of each com- 
modity must return “on the average 
to the (particular) industry” not 
less than the “average dollar price” 
in effect during the year 1940, plus 
the “average increase in cost” since 
that time. It is immediately appar- 
ent that the repeated use by Con- 
gress of “average” standards in this 
formula has left wide discretion to 
OPA in establishing ceilings. 

Further support for this impres- 
sion is found in several provisions 
which qualify this formula. In the 
first place the statute provides that 
this increased ‘cost standard is satis- 
fied when the ceiling prices for a 
commodity “on the average are equal 
to the average current total cost .. . 
plus the industry’s average over-all 
profit margin” ‘in the year 1940. 
Here again the repeated use of 
“average” allows broad discretion in 
the administration of the law. 


Wide Powers 


Again, it will be noted the OPA 
is expressly permitted (in fact, re- 
quired) to determine average costs 
under this pricing formula on the 
basis of “a reasonable number of 
typical” firms. What is “reason- 
able” and “typical” is left to the 
administrator’s discretion. It is to 
be further emphasized, that the new 
pricing formula is specifically re- 
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stricted so as not to require OPA 
to establish ceilings which will enable 
every member of an industry to 
cover his costs. That is, so long 
as the “average” price, profit and 
cost standards of the formula are 
complied with for an industry, 
OPA’s price ceilings for the group 
cannot be legally attacked merely 
because some individual firms are 
unable to operate profitably on the 
basis of these ceilings. 

It is clear that the general pricing 
standards laid down in the act still 
leave a wide area for administrative 
discretion, the use of which will 
largely determine the operations of 
price control for the coming year. 

This conclusion is still further 
fortified by another limitation placed 
upon this general pricing formula, 
when Congress provided that no in- 
crease in existing ceilings of a prod- 
uct is required when they “on the 
average equal its average current 
total cost plus a reasonable profit,” 
if increased production is not prac- 
ticable or can be obtained only by 
reducing production of other essen- 
tial products. Far from “guarantee- 
ing” a reasonable profit (as this 
provision has been widely misinter- 
preted), this appears to be a specific 
limitation on the pricing standards 
rather than a broadening guarantee 
of profits. 


Increases Uncertain 


Another novel feature is embodied 
in this new formula covering pro- 
ducers, processor and service indus- 
tries. That is, any Industry Ad- 
visory Committee set up within 
OPA may formally petition the 
agency for an adjustment of the 
industry’s prices. Should OPA 
deny the petition, Court review is 
available. 

In fact, from industry’s viewpoint, 
this provision may prove to be the 
outstanding “joker” in the statute, 
since the Price Administrator is not 
required by Congress to increase 
prices of producers, processors or 
service trades to conform to the new 
policy standards unless such a peti- 
tion is filed by an Industry Advisory 
Committee. This casts a very heavy 
burden on these volunteer bodies, 
since they are required to support 
their applications with “comprehen- 
sive evidence” of costs and prices, 
a responsibility which few of these 
committees are equipped to fulfill. 
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Turning now to wholesale and 
retail distribution trades (other than 
certain specified products; such as 
milk, cattle, grains, etc.), it is neces- 
sary to review four separate provi- 
sions. The first three apply only to 
retailers and wholesalers having cer- 
tain reductions in sales volume, and 
the fourth applies to distribution 
trades generally. 

In the first place, Congress pro- 
vided that OPA shall allow all 
wholesalers and retailers “average 
current cost” plus the “average dis- 
count or markup” on March 31, 
1946. As in the case of manufac- 
turers’ ceilings, Congress again left 
a broad margin of discretion by per- 
mitting “average” costs and mark- 
ups to be selected by OPA. Like- 
wise, so long as the average require- 
ments of the law are met, no OPA 
ceiling can be successfully attacked 
merely because a particular seller is 
required to operate without ade- 
quate profit or, in fact, at a loss. 


Reduced Sales Volume 


The remaining three requirements 
to be met by OPA, when setting 
wholesale and retail prices, refer to 
those affected by reduced volume of 
sales. In two instances they refer to 
retailers and wholesalers whose sales 
of a commodity for the three year 
period after March 2, 1942 was re- 
duced by at least 75% below the 
years 1939-1941. 

Where this drop in volume occur- 
red due to governmental restrictions 
(such as priorities, for example), 
OPA is not permitted to reduce es- 
tablished retail-or wholesale trade 
discounts or markups until sales for 
at least six months have been re- 
stored to their former volume. In 
the case of retailers, it is “established 
peacetime” discounts or markups 
which must be recognized, whereas 
in the case of wholesalers, the re- 
quirement ref.rs to those “prevail- 
ing on March 2, 1942.” In each in- 
stance, Congress has left to OPA 
the determination of “established 
peacetime” markups or those “‘pre- 
vailing on March 2, 1942.” 

The final restriction on OPA’s 
power to fix these wholesale and re- 
tail ceilings refers to cases where 
sales have declined on a commodity, 
which in 1945 ac.ounted for at least 
fifty percent of gross sales of a ma- 
jority of the trade. In this case the 
“established peacetime discounts or 


markups” (again as determined by 
OPA) may not be reduced if deliv- 
eries in the first quarter of 1946 
were less than the same quarter of 
1945. Unlike the two prior provi- 
sions affecting distributors with a 
reduced volume, no permission is 
given OPA to reduce the markups 
where the volume is again restored 
to the former level, as is allowed 
where distributors’ volume is re- 
duced by 75% below 1939-1941. 


No Automatic Increases 


It should be carefully observed 
that there are many difficult ques- 
tions of interpretation to be resolved 
when applying these general rules 
for pricing the producing and dis- 
tributing industries. In any event, 
it is clear that these doubts must be 
resolved by OPA, since these pro- 
visions are not self-operating. The 
answers will largely depend upon 
statistical studies, selection of data 
and the use of criteria established by 
OPA to meet the standards laid 
down by Congress. 

Modifications of present ceilings, 
therefore, cannot be made automati- 
cally by any firm or industry. On 
the contrary, even should OPA fail 
to ‘increase a ceiling price in viola- 
tion of the ne-w standards laid down 
by Congress, sellers must comply 
with any existing regulation until it 
is amended or legally declared in- 
valid through the complex protest 
procedure provided for in the law. 
This rule applies even after the ex- 
piration of the thirty-day period 
given to OPA for modifying its 
regulations to conform to the revised 
statute. 


De-Control Provisions 


Elaborate and complex provision 
has also been made by Congress for 
de-control of commodities through 
a three-man board to be set up by 
the President. No prediction can be 
made, of course, concerning the poli- 
cies which the Board will adopt, but 
it should be pointed out that any 
industry which is concerned with 
early de-control of its commodities 
through this method must. initiate 
fermal proceedings through its In- 
dustry Advisory Board within the 
OPA. 

The general de-control standard 
laid down by Congress merely pro- 
vides for lifting price ceilings when- 
ever supply “exceeds or is in appro- 
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priate balance with the demand.” In 
addition, no product may remain 
under control after December 31, 
1946, if it is “not important in rela- 
tion to business costs or living 
costs.” Provision is likewise made 
for restoring price ceilings (after a 
period of de-control) of prices re- 
maining at unreasonable and infla- 
tionary levels. 


Enforcement Penalties 


Examination of the enforcement 
and penalty sections discloses that 
the revised act leaves them substan- 
tially intact. Criminal proceedings, 
civil injunctions, license suspensions, 
and treble damage actions may still 
be brought against violators. Dam- 
ages may be reduced, as under the 
former law, where a seller can show 
that the violation is neither wilful 
nor the result of his failure to take 
practical precautions to comply with 
the regulations. 

Finally there is to be considered 
the widespread difficulties which 
many sellers will encounter due to 
the “free period” between the lapse 


_ of the old law and the effective date 


of the new version. Many firms 
have acquired inventory at prices 
above the ceilings which were in 
effect on June 30 and they now face 
the pressing problem of disposing of 
this merchandise within the old 
ceilings, 

Congress provided that the new 
act is effective “as of June 30” and 
all regulations then in effect are re- 
instated. It is clear that this rein- 
states ceiling prices at the June 30th 
levels, although sales made at higher 
prices during the “free period” do 
not, of course, constitute violations 
if delivery has been made to the buy- 
er before the new act became effec- 
tive, 

Soon after the Price Control Act 
expired on June 30th, the Price Ad- 
ministrator announced publicly that 
OPA would not “bail out” anyone 
who had acquired inventory at ex- 
cessive prices during the period 
while controls lapsed. Whether this 
policy will be followed, in fact, re- 
mains to be seen. But it is clear that 
OPA has been given no mandate by 
Congress which would require that 
any relief be given. In these cases, 
remedy must be found by each indi- 
vidual seller within the framework 
of the existing regulations or by spe- 
Cal application to the price agency. 
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From this brief review, it is 
readily apparent that a flood of new 
regulations will be necessary to ef- 
fectuate the new act. If losses are to 
be avoided and the full benefits ob- 
tained from the revised policies 
adopted by Congress and OPA, 
prompt action will be required from 
every business and industry affected 
by the new provisions. 





This article was first printed in the 
form of a special bulletin by the New 
York Credit Men’s Association. 


Federal Reserve 
Tightens Consumer 
Credit Controls 


The Federal Reserve Board 

4 tightened its controls on credit, 
uu shortening the repayment time 
for a wide group of trans- 
actions and reimposing controls on 
credits in the $1,500 to $2,000 range. 

The action, taken against a back- 
drop of price rises and swelling 
volume of credit dealing, was in- 
tended as an anti-inflationary move. 

Two changes were made, effec- 
tive September 3, in the credit 
(Regulation W) regulations which 
the Board administers under a law 
passed during the World War I: 

1. A previous provision leaving 
installment purchases of $1,500 or 
more free from controls was changed 
to take back under control those up 
to $2,000 and simultaneously was 
broadened to take in single-payment 
purchases and other credit deals 
apart from charge accounts. 

2. The maximum maturity — re- 
payment deadline—for durable goods 
was left at 15 months for automobiles 
and 12 months for other durables, 
but was shortened to 15 months from 
18 months for all other installment 
loans. 

Raising the regulation range of 
operations to $2,000 is expected to 
bring back under controls purchases 
of many automobiles which have 
been newly increased in price to put 
them, including freight charges, over 
the former $1,500 control limit. 

_It was only a little more than a 
month ago that the Reserve Board 
freed from control installment pur- 
chases involving more than* $1,500 
in credit. 

Reduction of the deadline for re- 
payment of installment loans will 


shorten by three months the time 
allowed for retiring a variety of 
loans, such as those obtained for 
household operations, rent, taxes or 
vacations. The shortening affects all 
installment loans “not connected with 
the purchase of consumers’ durable 
or semi-durable goods.” 


Insurance Company 
Analyses Employees’ 
Information Manuals 

Considerable material that 
rl 


might assist chief executives 

and personnel managers in 

planning or revising a company 
employee manual is contained in the 
report, INFORMATION MAN- 
UALS FOR EMPLOYEES, re- 
cently prepared by the Policyholders 
Service Bureau, Metropolitan Life 
Insurance Company. 

This illustrated review, which in- 
cludes a number of excerpts from 
various company publications, is 
based on an analysis of 132 manuals 
of 119 companies in the United 
States and in Canada—among them, 
banks afd other financial institu- 
tions, retail stores, mail order houses, 
newspapers and printers, public 
utilities and manufacturers. 

An important feature of the re- 
port is a section devoted to the 
essential contents of an*information 
manual—specifically as to how the 
material may be organized and the 
handbook introduced, suggestions on 
its table of contents and index, the 
story of the company, and on other 
matters for the instruction and en- 
lightenment of the employee. This 
section also includes a list of con- 
tents of 130 information handbooks. 

Another division of the study ex- 
amines the steps taken to make the 
manual attractive and readable—in 
terms of appearance and size, the 
style in which it is written, the title 
and the cover. 

The appendices reproduce the 
tables of contents of the employees 
information manuals of two repre- 
sentative organizations. 

A copy of this report is available 
to executives who request it on their 
business stationery. Address: Pol- 
icyholders Service Bureau, Metro- 
politan Life Insurance Company, 1 
Madison Avenue, New York 10, 
ma ¥ 








WHAT WOULD YOU DO? 
To Whom Does The Credit Executive Owe Allegiance? 


As our readers will recollect, a 
contest was sponsored by the 
uw NACM this year to discover 
who could produce the best 
suggestion on ways and means of 
furthering the activities and services 
of our national organization. The 
winner was J. Stanley Thomas, 
Secretary of the Credit Men’s 
Association of Eastern Pennsyl- 
vania. 

His first suggestion read: “In- 
clude in each issue of Credit and 
Financial Management a page or 
two of questions and answers by 
members on practical credit prob- 
lems.” This we are doing, and this 
is the first of the questions. 

It comes from Mr. Harry E. 
Rhell, Assistant Treasurer of the 
John T. Lewis & Brothers Company 
of Philadelphia. It brings up a 
point that must arise to plague every 
Credit Executive at one time or 
another, and particularly these days 
when everyone with a few dollars 
and too much self-confidence is 
planning to go into business for 
himself; no specific business stated ; 
that is unimportant; just “Business 
for himself.” Mr. Rhell writes: 


“In Business For Myself” 


The close of World War II and 
the efforts on the part of various 
Government agencies in urging 
speedy resumption to normal busi- 
ness, through reconversions etc. put 
new ideas in the minds of innumer- 
able individuals. 

This was not confined to return- 
ing Service men who were promised 
possible financial aid through G. I. 
Loans. Many men and women, 
young and old, having participated 
in so called “war work,”’ now termi- 
nated, found themselves with what 
they considered comfortable nest 
eggs, and saw in them the realization 
of a fond dream of being the boss 
instead of an employee, meanwhile 
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gathering for themselves the gold 
nuggets on the other side of the 
fence. 

As to the new line of endeavor, 
that made little difference either as 
to the product or whether it be 
retail, wholesale or manufacture ; if 
they read somewhere in a magazine 
or merely overheard a_ statement 
that there was a need for, and money 
to be made in a certain product etc. 
that was all that was necessary. 

Previous experience in the manu- 
facture or sale of the item or items 
meant little to them and for that 
matter an understanding of ordinary, 
everyday-business practices, over- 
head etc. seemed unnecessary to 
them. 

You men and women of the Credit 
fraternity have the picture; it is 
needless to sketch it further. 


Credit Unlimited 


\Vith a few hundred dollars (occa- 

sionally $1000) they knocked at 
your door and mine with the ex- 
pectation of being received with open 
arms and stocked with $2500, $5000, 
or even $10,000 worth of our prod- 
ucts on an open account basis, with 
6 months to 1 year, or longer if 
they needed it, in which to make 
payment. 
' The fact that their new location 
was situated a few doors from, or 
in the next block to, a well estab- 
lished and loyal customer of years 
standing meant nothing to them ; our 
only possible interest could be in 
securing another customer for 
handling our products. 

This situation could be found 
again and again, from coast to coast 
and from the Great Lakes to the 
Gulf, in almost every industry even 
to this day. 

Suppose that situation presented 
itself in your office today; what 
would you do? To whom do you, 
as the Credit representative for 


your company, owe allegiance? Who 
knows; the newcomer may have 
hidden, unknown latent abilities to 
develop into one of the largest and 
most enthusiastic distributors, re- 
tailers or manufacturers on your 
books, if given the opportunity. On 
the other hand, if carefully nurtured 
and guided, he may capture the 
market previously successfully con- 
trolled by your old established cus- 
tomer, and spell defeat for him. 


To Be or Not To Be 


Has the Credit fraternity a re- 
sponsibility to start new comers in 
business to the detriment of old 
established customers ? 

There are two sides to this ques- 
tion and I would like to know how 
a number of you react to this prob- 
lem. Will you be frank in the matter 
and write as you see it? Many 
thanks. for I feel we can all get 
something out of an exchange of 
VIEWS. 


Foreign Traders 
Plan Eight-Week 
Lecture Course 


New York: The Weekly Bulletin of the 
Foreign Credit Interchange Bureau car- 
ries an announcement of a lecture course 
for exporters to be conducted from Sep- 
tember 30, 1946 to January 20, 1947. This 
outstanding course will benefit the new- 
comers in foreign trade circles, and offers 
the export executive a splendid oppor- 
tunity to train staff members for larger 
responsibilities. The course is to be spon- 
sored by the Export Managers’ Club of 
New York. 

The need for such a course is recognized 
by export executives. Under post-war 
conditions many phases of export activi- 
ty and planning have changed. Men are 
finding it necessary to adjust old and 
basic policies to meet the present situa- 
tion. They realize that the maintenance 
of foreign business in the future will re- 
quire trained men with broad and _ in- 
telligent views regarding international 
trade. 

The lectures will be given on eight 
Mondays in the Woolworth _ building. 
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BANK CREDIT YARDSTICKS 


Questions Borrowers Must Be Ready To Answer 


prosperity. Present day pro- 

fits of business enterprise are 

an incentive to expansion of 
existing mercantile and industrial 
establishments and the inauguration 
of new concerns. Mr. Wallace’s 
goal of sixty million jobs has already 
been achieved, and the year 1946 
promises a total national income of 
161 billion dollars. Coupled with 
these favorable considerations are 
the accunmiated liquid savings of 
the American people which amount 
to 130 billion dollars—all of which 
can be spent for the many goods and 
services we have wanted during the 
war years—plus the stimulation af- 
forded commerce and industry by 
the foreign loan program of the 
United States Government. 


3 American business is enjoying 


Expansion and Credit 


The economic environment ap- 
pears healthy for business expan- 
sion and in the ensuing upswing the 
commercial banks will be drawn in 
to the picture to finance new busi- 
ness enterprises and so supplement 
the capital of management. But a 
period of expansion must be a 
period of careful credit analysis of 
all loan applications. Bearing this 
in mind, the business man must be 
prepared to satisfy bank credit re- 
quirements and smooth the way for 
the flow of financial buying power 
into industry. It is vital for the pros- 
pective borrower to consider the 
factors that an intelligent bank 
management considers in determin- 
ing whether to grant or reject the 
credit application. 

The bank loan officer will first be 
contacted by business management. 
The initial basis upon .which ‘the 
credit institution will determine 
whether to grant a loan is its opinion 
of the management’s capacity to or- 
ganize and operate its enterprise. 


TN 
by HERBERT SPERO, Ph.D. 


Assistant Professor of Economics 
The City College of New York 


————— 


How successful has it been in the 
past? Has it ever been identified 
with questionable business practices ? 
Has the management developed a 
definite program based on the essen- 
tial facts or is it merely wandering 
along the business path like so many 
other uncertain directing heads? 
Does the management know what its 
profit opportunities really are and 
is it prepared to take full advantage 
of them? If the profitable market 
appears to be uncertain is the ma- 
nagement cognizant of the forces 
that will be responsible for the down- 
trend in earnings and perhaps their 
conversion into losses? For example, 
at the present time, producers are 
in a seller’s market with the public 
paying high prices for whatever is 
offered to them. Moreover, the 
present day OPA can not control 
price increases. generated by the 
maladjusted relationship between 
supply and demand. How long will 
this seller’s market last, especially 
in view of our war expanded pro- 
ductive facilities? When buyers 
have a choice will producers still be 
able to sell their output at a fair 
profit? The answers to these ques- 
tions are vital to the financial well- 
being of the borrower and the bank. 
If the business concern judges its 
market well it will know accurately 
its needs for cash for materials, pay- 
rolls and supplies and the speed with 
which loans can be repaid. The com- 
mercial banker has reason to doubt 
the stability of the enterprise whose 
management ignores these funda- 
mental economic and business con- 
siderations. Doubt as to repayment 
of its loan will enter the banker’s 
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mind and force a negative decision. 


Other Criteria 


Closely allied with the capacity of 
management to judge the overall 
business picture is its understanding 
of the need for an accumulation of 
inventory or a reduction of stocks 
on hand. The answer to this ques- 
tion depends on the public’s buying 
power and willingness to spend. 
During a period of rising prices op- 
timism abounds in the business 
world and inventory is accumulated. 
Has management the good judge- 
ment to decide upon the optimum 
price which it is able to pay for 
goods and still dispose of them 
profitably? If it is reasonable to 
believe that management can liqui- 
date its supplies of goods at a profit 
or without a loss, the banker may 
well be justified in financing the in- 
ventory accumulation. Bank credit 
officers also want to know whether 
their customer is on his toes when 
it comes to style changes or is likely 
to be caught with a dated supply of 
goods. Futhermore, is the potential 
customer concentrating on those. 
items which move out of his shop 
quickly or is he persistently stuck 
with slow items? If the latter proves 
to be the case he is not a good risk 
for his capital does not turn over 
quickly and often enough to yield 
the greatest profits. On many occa- 
sions his outdated and slow inven- 
tory may be a source of considerable 
loss. 


The New Ford 


Henry Ford is one of the out- 
standing illustrations of business 
recognition of a popular style change 
and preparedness to satisfy the pub- 
lic demand. His old Model T haa 
wheezed along millions of miles of 
highway for years and with great 
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profit to Mr. Ford’s company. How- 
ever, in the latter 1920’s the public 
demanded not only an automobile 
but a good looking car. General 
Motors Corporation had made the 
modish Chevrolet a serious threat 
to the marketability of the Model T 
in the low priced car field. These 
circumstances forced a change in the 
Ford motor car. In December 1927 
the Model A was unveiled and 
100,000 people flocked in the Ford 
showroom in_ Detroit alone. 
Throughout the country great 
crowds were attracted by the sight 
of the new phenomenon. Mr. Ford 
had made a comeback. He was again 
producing what he could sell at a 
profit. However, few people realized 
what was entailed in the creation of 
the new Ford. In the early part of 
1927 Mr. Ford had shut down his 
gigantic plant and scrapped the ex- 
pensive and complicated industrial 
machinery producing the outdated 
Model T. The whole production line 
had been completely reorganized at 
a cost of millions of dollars. Mr. 
Ford’s conversion program offers a 
valuable lesson to business men. Are 
they prepared to keep close tabs on 
their output and sales volume to in- 
sure the production of goods and 
services which will sell at the cheap- 
est cost? Bank management will 
look upon such an organization’s re- 
quest for credit. For it recognizes 
that it is up on its toes and prepared 
to meet the market’s needs and de- 
sires. Large sales will be the fruit 
of such a program and will insure 
the borrower’s capacity to repay his 
obligation. Producers whose pro- 
duct does not move quickly in the 
market at a profitable figure are 
not going to be looked upon kindly 
by credit officers. They will inevi- 
tably be caught with unmarketable 
inventories that will have to be 
sacrificed at a heavy loss. 


Advertising 


The production of a marketable 
product is only one step in a bor- 
rower’s success. It must be backed 
up by other policies which will bring 
public attention to the producer and 
stimulate his sales. Has he developed 
an advertising program conducive to 
large sales? Does it reach the people 
who are likely purchasers of the 
product? Recently, a leading New 
York newspaper distributed free 
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copies of its paper door to door, on 
Park Avenue, to enlarge its circula- 
tion among the high income groups 
to whom its advertisers directed 
their copy. 

What about the price policy of 
the credit applicant? The banker 
wants to be sure that the product is 
priced not only at the optimum point 
but at a stable level. Organizations 
that turn out goods and services at 
high prices only to reduce them will 
not enjoy great favor among the 
buying public. For one, they will 
get the unenviable reputation of over- 
pricing and then rectifying their 
prices when the market does not buy 
their goods readily. Purchasers will 
delay buying in the hope of further 
price drops thereby aggravating the 
producer’s marketing problems. Re- 
current price adjustments will in- 
jure his credit standing at the bank. 


Minimum Balance 


Banks will not take kindly to bor- 
rowers who abuse their privileges. 
It is customary for debtors to main- 
tain deposit balances with their 
bankers equal to from 10 to 20 per 
cent of their line of credit. When the 
credit department examines its cus- 
tomer’s record they will be unfavor- 
ably disposed towards those who 
have’ not maintained the requisite 
balances. It may indicate that they 
do not require bank credit for their 
seasonal requirements so much as 
additional permanent capital. This is 
not what banks contract to provide. 
They are not capital investing insti- 
tutions. Of course there have been 
cases since the 1930’s where capital 
loans have been granted for longer 
than the usual seasonal period. Even 
in these cases borrowers are ex- 
pected to maintain a certain ratio of 
deposit balance to loans. 

While capital loans have become a 
regular feature of bank credit, the 
applicant for such aid must remem- 
ber that there are circumstances un- 
der which his loan requests still will 
be refused. It may impair the bank’s 
liquidity if the borrower does not 
repay on the due date. The risk of 
loss in such a loan is greater than in 
short term credit because of its long- 
er maturity and the increased danger 
of financial difficulties that may be- 
fall the business over the extended 
period. Capital loans must be limited 
rigidly if the bank deposits fluctuate 


erratically and they require large 
amounts of liquid funds to meet de- 
positors’ demands: 


Debts of Subsidiaries 


The existence of corporate sub- 
sidiaries should be a warning signal 
to bank management. It is vital to 
the bank’s solvency and liquidity to 
be fully apprised of the subsidiary’s 
debts, including those owed the 
parent company. The latter should 
not be milked for the benefit of its 
subsidiaries. Bank officers must 
scrutinize carefully the statements of 
the top company to make sure that 
they understand the nature of the 
intercorporate relationships and the 
obligations growing out of such rela- 
tionships. Does the consolidated 
balance sheet cover all the enter- 
prises? Or does the term “invest- 
ments” cloak the tie-ups between 
the parent and its sub-companies? 
Competent bank management will 
insist upon a clarification of the sub- 
sidiaries’ financial position and _ the 
value of the investments represent- 
ing subsidiary companies. Failure to 
provide such infermation will dis- 
courage the flow of bank credit and 
rupture the relationship between the 
applicant and the bank. 

Another of the investment items 
which bank credit officers will ex- 
amine carefully is marketable securi- 
ties. The surplus funds of business 
organizations are invested in the 
stocks and bonds of companies 
deemed valuable and likely to appre- 
ciate. Are the securities fairly 
valued on the books? Are they stable 
enterprises whose future is attrac- 
tive? Large holdings of speculative 
securities even though of high tem- 
porary value represent a danger spot. 


The Bank’s Next Step 


After an appraisal of the mana- 
gerial factors discussed above, banks 
will study the balance sheets and 
profit and loss statements of the 
credit seekers. Business men must 
be prepared to provide these records 
for a period of years and enable the 
banker to compare their relative 
position over this time, their im- 
provement or deterioration. Failure 
to keep adequate records will handi- 
cap the potential borrower. For the 
banker will have no firm basis upon 
which to judge requests for loans. 


(Continued on page 24) 
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THE TECHNIQUE OF SUPERVISION 
A Contented Staff Is a More Efficient Staff 


ants, and financial officers are 

often the boss of the office 

force. As such, they have to 
supervise others. When their super- 
visory procedures and techniques are 
geared to good human relations and 
efficiency, morale is high and work 
gets done promptly and right. When 
inept, there is the devil to pay in 
more ways than one. 

And so it is important and neces- 
sary, for those of us who supervise 
others constantly, to review the prin- 
ciples of modern supervisory prac- 
tices. Let’s begin by answering a 
self-addressed inventory, checking 
the truest response under each of 
the 12 items: 


4 Credit men, auditors, account- 
uv 


Supervision Inventory 


1. In comparison to the average 
of our competitors the turn-over of 
our office staff is: 

—low —high —average 

2. Our office staff gets together 
socially : 

—regularly —occasionally —never 

3. I receive compliments from 
other departments about the co- 
operation and courtesy of my staff: 
—often —infrequently —never 

4. I make well planned efforts to 
improve the physical appearance and 
comfort of the office: 

—regularly —once in a blue moon 
—never 

5. The salary schedule of my 
staff is: 

—announced —secret 

6. I maintain a bulletin board on 
which are featured (and changed 
regularly) announcements and inter- 
esting cartoons and _ inspirational 
pieces, 

—yes —no 

7. I hear about differences of 
opinion among the staff : 

—directly —indirectly | —don’t 
hear of them until it is too late 

8. I hold staff meetings to talk 


EL 
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over office problems and let them 
know we are all working together: 
—regularly —occasionally —never 
9. I have a detailed job analysis 
for each position in the office. - 
—yes —no 
10. I have recommended to the 
management innovations like place- 
ment and aptitude tests or a course 
of lecture-discussions on office pro- 
cedures, how to get along with 
others, etc. : 
—recently —a long time ago 
—never 
11. I read a magazine article or 
book on modern supervisory prac- 
tices at least once quarterly: 
—yes —no 
12. I enjoy supervising the office 
staff : 
—very much 
—not at all 


—yjust so-so 


(The successful office supervisor in 
most organizations is able to answer 
each of these I2 items by checking 
the first answer.) 


Now let’s talk about the implica- 
tions, or rather some of the implica- 
tions, of these 12 items in the super- 
vision inventory. No. 12 is perhaps 
the most important, for unless a per- 
son enjoys supervising others he 
should be doing something else. And 
the quicker he changes his job the 
happier he and his company will be. 


Personality Traits 
During the past few years we have 
been giving a lot of psychological 
and aptitude tests to office employees 
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and their supervisors, and among 
the pertinent results are four that 
are of outstanding significance here: 

1. The superior office supervisor 
is neither highly extroverted nor 
deeply introverted. Ordinarily he 
is in between the extremes, an ambi- 
vert, with leanings toward extro- 
version. That means among other 
things that his personality fastens 
itself easily on people and their 
problems. He likes people, and what 
is equally important, wants to be 
liked by them. His attitude is never 
marked by, “Let ’em like it or lump 
it” or “I don’t give a tinker’s darn 
what they think.” 

He does not worry too much 
about details but is willing to relin- 
quish their. management to subor- 
dinates. His facial expressions, pos- 
tures, speech, and appearance, and 
ability to keep a secret are such that 
he inspires confidence. His staff 
bring him their problems freely. 

He scores high on our sense of 
humor test, and his rating on the 
neurotic inventory indicates a fairly 
even temperament. There are fewer 
feelings of inferiority in him than 
are experienced by the average in- 
dividual of his age. He is sociable 
beyond the run of the mill, and his 
confidence in himself is marked. 


Understands People 


He talks pleasantly in informal 
situations (but dislikes making a 
public speech!), and knows how to 
draw people out in the interview. 
He is dominant without being dom- 
ineering, and rather astute at neither 
under-rating nor over-rating human 
nature and its motives. 

2. The superior office super- 
visor usually conforms to a pattern 
of interests. He scores highest in 
computational and clerical interests, 
followed next by persuasive inter- 
ests. This implies that he is moti- 


13 





vated to get people to work well to- 
gether. His other main interests, in 
descending order of intensity, are 
mechanical, scientific, literary, musi- 
cal, and artistic. 


High Intelligence 


3. His general intelligence is 
marked by above-average capacity 
in solving arithmetic problems, and 
in following directions. His vocabu- 
lary, as measured by four standard- 
ized vocabulary tests, is remarkably 
good, topping the average scores of 
insurance salesmen, shop foremen, 
grade school teachers, stenographers, 
and others. 

4. Likewise he makes superior 
scores on aptitude tests in the fields 
of teaching and law. It is also inter- 
esting that he does better than aver- 
age on the salesmanship aptitude 
test. His silent reading ability is 
slower than it need be, although his 
ability to read in forms other than 
the sentence, e.g., graphs, charts, 
etc., is above the average for college 
students. 

All these scares and deductions 
point to the facts that the good office 
supervisor is richly endowed in in- 
telligence, has interests of greater 
expanse and depth, and better ad- 
justed temperament than the average 
person. 


Techniques 


But superior personality traits are 


not enough to make the excellent 
office supervisor unless they are ac- 
companied by productive techniques. 
To test the value of a supervisory 
technique we ask two questions: 1. 
Does it increase efficiency? 2. Does 
it contribute to the feelings of secur- 
ity of the employes? If the answer 
is in the affirmative to both ques- 
tions, the technique succeeds. 

Some of the more important 
techniques and procedures are these: 

1. The successful office super- 
visor does everything in his power to 
select the right person for the right 
job. During the war years we had 
to employ people as we could get 
them. But now as the labor supply 
becomes more plentiful, greater care 
can be taken in determining apti- 
tudes and personal qualifications be- 
fore hiring. A. square peg in a 
round hole makes for dissatisfaction. 
An individual who does not experi- 
ence a sense of achievement in doing 
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his work does not feel secure, and his 
spirit of dissatisfaction is contagious. 
That is why the successful office 
supervisor knows what the exact 
specifications are for each job under 
his management and makes every 
effort to find the right person to 
fill them. 


Job Standards 


2. The successful office super- 
visor sets up minimum standards of 
achievement for each job and makes 
certain that every one on his staff 
is acquainted with them. His in- 
structions are definite, clear, and 
complete. They are given in a con- 
siderate manner, and he is impartial 
and consistent in expecting their 
application. All this is like laying 
down the rules of the game: once 
everybody understands them, there’s 
more fun in playing the game. Some 
supervisors prepare printed or 
mimeographed instructions that are 
given to each new employe;. others 
post them; still others give them 
orally during the hiring or introduc- 
tory interview, at which time the 
importance of the job and its con- 
tribution to the whole scheme of 
things is emphasized. 

3. The successful office super- 
visor takes pains to break in a new 
employe or delegate the task to a 
reliable and qualified subordinate. 
Most people are adaptable enough 
to new situations when given care- 
ful instruction. To be sure, some of 
us learn more readily than others, 
but with patient teaching we learn 
to do the work assigned us, provided 
of course our innate capacity for it 
has been pre-determined. There is 
much to recommend the suggestion 
of successful office supervisors who 
say that they do as much of the in- 
troductory training as possible. This 
makes for departmental unity and 
helps them to become acquainted at 
first hand with the new employe’s 
potentialities and limitations. 


Praise Where It Is Due 


4. The successful office super- 
visor makes periodic, routine exam- 
inations of each employe’s work and 
evaluates it in private interview with 
him. When it is good, praise is 
forthcoming ; when poor, explicit in- 
structions in how to improve are 
given in an even-tempered and kind- 


ly way. For example, there are five 
women employes in a certain com- 
pany who have been trained by the 
credit manager—also the office 
supervisor—to answer all routine 
correspondence. Averse to form 
letters, he collects samples of work 
from the girls once a month and 
rates them on a number of criteria, 
such as neatness, grammar,, spacing, 
“the you attitude,” etc. This insures 
his department against mediocre cor- 
respondence. 


Promotions 


5. The successful office super- 
visor selects the best qualified em- 
ployes for promotion. This policy 
also increases security feelings, for 
it assures everybody the opportunity 
of getting ahead on the basis of 
merit. Closely related, is the plan of 
giving titles to jobs, making them 
as attractive as possible. The girl 
who answers the switchboard and 
greets the public has greater respect 
for her job if it is known as public 
relations secretary than “switch- 
board operator.” Grading jobs, giv- 
ing them prideful names, and en- 
couraging promotions from the bot- 
tom up, solely on merit, are excellent 
supervisory techniques. 

6. The successful office super- 
visor encourages suggestions and 
questions. He urges his company to 
offer prizes for ideas to improve the 
efficiency of his department. This 
not only helps to keep the staff on 
its toes but adds _ to their feeling of 
“working together” toward common 
objectives. The day of the petty 
despot is gone. In his place has 
grown up the person who encour- 
ages group thinking and the spirit of 
cooperative effort. 

7. The successful office super- 
visor sets a good example in his own 
personal conduct and attitudes. He 
does not insist that all desks be kept 
cleared if he allows his to pile up. 
He does not forbid others to smoke 
on the premises, and then smokes 
himself. He does not expect others 
to be more courteous than he is. 

Rather he is a leader. As such he 
always remains out in front of his 
employes in kindliness, sympathy, 
good will, dignified humility, and in- 
dustriousness. With such attitudes 
and techniques he can not fail in his 
job of being a _ superior office 
supervisor, 
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bank about C.N.B. Letters o 


C. N. B. TRAVELER’S 


LETTERS OF CREDIT 


can add to the success of your foreign business trip 


If you are planning a business trip abroad, a C.N.B. Traveler’s Letter of Credit 
aiken these advantages: 


It is world currency ... makes 
cash available in all countries 
where travel is permitted. 


It is convenient ... can be is- 
sued in more than one name... 
is compact, easy fo carry. 


It is economical ... cost is 
negligible when compared to 
advantages. 


4. It is safe ...a separate Letter 


of Identification accompanies it 
and the Credit, if lost, may not 
be used without it. 


It is helpful—serves as an in- 
troduction to Chase branches 
overseas and to thousands of 
bankers and business men 
everywhere. 


And—you do not have to be a Chase customer to get a C.N.B. Letter of Credit! 
Banks in all parts of the United States sell them; very likely your own bank does. 
It’s worthwhile inquiring if Ai thinking of going abroad—why not ask your 


Credit now? 


THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 


HEAD OFFICE: Pine Street corner of Nassau 
Member Federal Deposit Insurance Corporation 


LONDON—6 Lombard Street * 
Havana . San Juan « 


THE CHASE BANK: Paris * 
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51 Berkeley Square . 
Panama Colon . 
Offices of Representatives: Mexico City 


Shanghai 


Bush House, Aldwych 
Cristobal « Balboa 
« Cairo ¢ Bombay 


° Hong Kong . Tientsin 





LATIN-AMERICAN CREDIT STILL GOOD 


36th Semi-Annual Survey Shows Credit and 


Collection Conditions in Latin-American Markets 


36th SEMI-ANNUAL SURVEY 
OF COMMERCIAL CREDIT 
AND COLLECTION CONDI- 
TIONS IN LATIN-AMERI- 
CAN MARKETS COVERING 
THE FIRST HALF OF 1946. 


Once again all Latin-American 
markets achieved top rank in 
wu the Collection classification of 
“Prompt” and, with the single 
exception of Bolivia, every Latin- 
American market was given the high 
rating of “Good” in the Credit clas- 
sification in this 36th Semi-annual 
Survey of Commercial Credit and 
Collection Conditions in Latin- 
America covering the first half of 
1946. In the majority of countries 
under survey, credit and collection 
indices have now risen steadily for 
six years, according to the judgment 
of United States manufacturers and 
exporters, whose contributions to 
these surveys represent their actual 
credit and collection experiences in 
the markets covered. No market 
was rated in the lower Credit clas- 
sification of “Fair” or “Poor,” even 
Bolivia being classified as “Fairly 
Good” from the credit viewpoint. 


Only Slight Changes 


In the comparison of terms 
granted during the first half of 1946 
with those extended during the year 
1945, only slight changes were evi- 
dent. “No Change” in terms was 
registered for British and French 
Possessions, Chile, Ecuador, Haiti, 
Paraguay, El Salvador and Uru- 
guay. Ninety-seven percent of the 
members reporting indicated that 
they had made “No Change” in their 
terms to Cuba, Nicaragua, Panama 
and Puerto Rico, while 96% made 
a similar report on their terms to 
Brazil and Mexico. More liberal 
terms were reported granted to cus- 
tomers in the Argentine by 7% of 
the members, with 6% reporting 
similar liberalization in Guatemala 
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and Peru, and 5% in Colombia. Ten 
percent of the members reported re- 
ducing terms to Bolivia, and less 
liberal terms were also reported by 
8% of the members on their busi- 
ness with the Netherlands Posses- 
sions, 5% on Costa Rican business, 
while 4% reported less liberal terms 
to Mexico and Peru. 


Panama Leads Other Markets 


Panama led all other markets in 
Latin-America in the top credit clas- 
sification of “Good.” In the last 
Survey it occupied thirteenth posi- 
tion. Cuba, which headed the list in 
the last Survey, was rated as fourth 
in the present Survey. Netherlands 
Possessions, Venezuela, Dominican 
Republic and Mexico were -well up 
at the top of the classification with 
Panama, while Paraguay, Costa 
Rica, Ecuador, French Possessions 
and Nicaragua were at the end of 
the list, but still well within the 
“Good” classification. Bolivia gained 
slightly since the last Survey but 


continued in the second credit clas- ‘ 


sification of “Fairly Good” which 
it occupied in the 1945 Survey. In 
this 36th Semi-annual Survey, twen- 
ty Latin-American markets showed 
improvement, four lost points in the 
Credit index, and once again no mar- 
ket declined to the lower classifica- 
tions of “Fair” or “Poor.” 

Fifteen countries shared the top 
rating of 100% in the “Prompt” 
Collection classification—they are 
Argentina, Brazil, Haiti, Honduras, 
Netherlands Possessions, Peru, 
Puerto Rico, Uruguay, French Pos- 
sessions, Dominican Republic, Ven- 


ezuela, British Possessions, Chile, 
Panamaand Guatemala. WhileCosta 
Rica, Paraguay, Ecuador, Mexico, 
El Salvador, Colombia and Cuba lost 
ground slightly since the last Survey, 
their performance  collection-wise 
still qualified them for inclusion in 
the “Prompt” classification. Nine 
countries improved their standing in 
this 36th Semi-annual Survey, 7 de- 
clined in rating, and 8 held their pre- 
vious rating without change. No 
market declined to the lower classifi- 
cation of “Fairly Prompt,” “Slow” 
or “Very Slow.” 


Based on Experience 


The 202 American manufacturers 
and exporters contributing to this 
survey are located in all parts of the 
United States. They represent a 
veritable cross-section of American 
products, the majority of them re- 
porting on all the markets included 
in this survey. In compiling this 
survey, no consideration is given to 
the question of Governmental debts 
or service obligations, and the clas- 
sification of “Credit Conditions” re- 
fers to the situation within the vari- 
ous Latin-American markets from 
the commercial point of view only, 
as judged by American manufactur- 
ers and exporters. Comments made 
by those replying to the survey un- 
der the general heading ‘Collection 
Conditions” may be considered as 
indicating the current trend based 
on the definite experience of Amer- 
ican manufacturers and exporters 
having commercial collection items 
in the markets surveyed. The 
“Terms” feature of the survey sim- 
ply reports whether members’ terms 
during the first half of 1946 to 
Latin-American buyers were “Un- 
changed” or “More Liberal” or 
“Less Liberal” than those granted 
during 1945, and the replies have 
been listed country by country in a 
percentage figure. 
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New Guarantees 


for private construction contracts 





A PERFORMANCE BOND 


for the sole benefit of the owner, in which the obligation of the 
contractor to complete the contract free and clear of liens is clearly 
stated and the obligation guaranteed by National Surety. 











A PAYMENT BOND 


for the sole benefit of third party furnishers of labor and material, 
in which the contractor’s obligation concerning payment of labor 
and material bills arising out of the bonded centract is clearly 
stated and the obligation guaranteed by National Surety. 








Both bonds run concurrently and are designed to give owner and third party 
| furnishers of labor and material, severally, the fullest measure of protection. 
! These improved bonds for private building and engineering construction con- 

tracts are now available. 


This dual bond type of coverage has been developed and effectively and 
satisfactorily used by the Federal Government and by many State and Munici- 
pal Governments during the past ten years. 


These new bonds were drafted by a Committee of Contract Bond Under- 
writers who consulted representatives of the American Institute of Architects, 
Associated General Contractors of America, Inc., Material Furnishers and 
Credit Men’s Associations and The New York Building Congress. 


National Surety’s Service Offices and Agents located in all important 
cities and towns throughout the country will supply specimen copies of bonds 
and explanatory data upon request. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, President 


ae . CONSTRUCTION AND SUPPLY CONTRACT BONDS 
FIDELITY BONDS e BLANKET BONDS e« BURGLARY AND FORGERY INSURANCE 
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See below for ratings of each 
Latin-American market on Credits 
and Collections and for changes in 
Terms. 


Credit Conditions 


Insofar as the present Semi-an- 
nual Survey is concerned, which cov- 
ers Credit Conditions prevailing in 
the first six months of 1946, the 
members of the Foreign Credit In- 
terchange Bureau once again rated 
all Latin-American markets, except 
Bolivia, as “Good.” A comparison 
of Credit and Collection Index fig- 
ures by country is attached hereto, 
and we list below “Good” credit 
markets in the order of their stand- 
ing in this classification. 


GOOD: 


PANAMA, NETHERLANDS 
POSSESSIONS, VENEZUELA, 
CUBA, DOMINICAN REPUB- 
LIC, MEXICO, BRITISH POS- 
SESSIONS, COLOMBIA, HON- 
DURAS, URUGUAY, BRAZIL, 
ARGENTINA, PERU, GUATE- 
MALA, PUERTO RICO, CHILE, 
EL SALVADOR, HAITI, PARA- 
GUAY, COSTA RICA, ECUA- 
DOR, FRENCH POSSESSIONS, 
and NICARAGUA. 


FAIRLY GOOD: 
Bolivia. 
FAIR: 
None. 


POOR: 


None. 


Collections 


This is the ninth survey in which 
all markets are listed as “Prompt” 
and is the eleventh consecutive 
Semi-annual Survey in which not a 
single one of the markets under con- 
sideration is rated as “Slow” or 
“Very Slow” from the point of view 
of Collections. The current survey 
of Collections in percentages of re- 
plies received is attached hereto, in 
a country-by-country listing. Mar- 
kets are listed below in the order of 
their rating in the “Prompt” Collec- 
tion classification. 


PROMPT: 


ARGENTINA, BRAZIL, HAI- 
TI, HONDURAS, NETHER- 
LANDS POSSESSIONS, PERU, 
PUERTO RICO, URUGUAY, 
FRENCH POSSESSIONS, DO- 
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MINICAN REPUBLIC, VENE- 
ZUELA, BRITISH POSSES- 
SIONS, CHILE, PANAMA, 
GUATEMALA, BOLIVIA, 
CUBA, NICARAGUA, COLOM- 
BIA, EL SALVADOR, MEX- 
ICO, ECUADOR, PARAGUAY, 
COSTA RICA. 


FAIRLY PROMPT: 
None. 


SLOW: 


None. 


VERY SLOW: 
None. 


Terms 


A country-by-country listing of 
the Terms survey, reported in per- 
centages of replies received, is at- 
tached hereto. 


SSS 


COMPARISON OF CREDIT AND COLLECTION INDEX FIGURES 
(Based on Surveys on Credit and Collection Conditions in Latin America) 


Credit Conditions 


July, Jan., 
1946 1946 
ARGENTINA .... 285 290 
245 232 


285 283 
BRITISH POS- 

SESSIONS .... 288 286 
CHILE 280 276 
COLOMBIA 288 287 
COSTA RICA .... 269 272 
CUBA 294 292 
DOMINICAN 

REPUBLIC .... 292 286 
ECUADOR 267 264 
FRENCH POS- 

SESSIONS .... 266 — 
GUATEMALA ... 282 286 
HAITI 269 
HONDURAS .... 273 
MEXICO 280 
NETHERLANDS 

POSSESSIONS 289 
NICARAGUA .... 251 
PANAMA 278 
PARAGUAY 268 
PERU 278 
PUERTO RICO .. 289 
EL SALVADOR .. 272 
URUGUAY 274 
VENEZUELA ... 294 279 


Collections 

July, July, Jan., July, 
1945 1946 1946 1945 
280 100 100 93 
252 97 88 68 
297 100 100 


290 100 96 
286 100 96 
295 94 97 
270 88 97 
297 97 100 


270 100 94 
265 94 


279 
263 
265 
297 


289 
263 
288 
262 
289 
296 
275 
284 
292 


CREDIT 


GOOD: 250 and up. Lowest percentage 50% good, 50% fair. 
FAIRLY GOOD: 225 to 250. Lowest percentage 25% good, 75% fair. 
FAIR: 200 to 225. Lowest percentage 100% fair. 

POOR: 175 to 200. Lowest percentaze 75% fair, 25% poor. 


VERY POOR: Below 175. 


COLLECTIONS 


PROMPT: Over 70% prompt or fairly prompt collections. 

FAIRLY PROMPT: 50% to 70% prompt or fairly prompt collections. 
SLOW : 40% to 50% prompt or fairly prompt collections. 

VERY SLOW: Less than 40% prompt or fairly prompt collections. 


A table showing the collection conditions in the various Latin- 
American countries and the changes in terms granted during - 


the first half of 1946 as compared with 1945 will be found on page 


27. These tables paint a very encouraging picture. 
information be needed, it will be gladly given. 


Should further 
Address queries to 


Philip J. Gray, Manager, Foreign Credit Interchange Department, 
One Park Avenue, New York 16, N. Y. 


CREDIT AND FINANCIAL MANAGEMENT, September, 1946 










AN INSURANCE ORGANIZATION 


with a combined experience as 


DEPENDABLE UNDERWRITERS 
totaling more than 150 YEARS 











Number of Years 
continuous operation 
since organization 


Number of Years 
operation in the 
United States 
Commercial Union Assurance Company Ltd. 75 
75 = The Ocean Accident and Guarantee Corp., Ltd. 51 
93 American Central Insurance Company 93 
42 The British General Insurance Company Ltd. 26 























82 The California Insurance Company 82 
26 Columbia Casualty Company 26 
56 Commercial Union Fire Insurance Co. of N.Y. 56 
60 The Palatine Insurance Company Ltd. 45 


Union Assurance Society Ltd. 


FIRE - CASUALTY - AUTOMOBILE 
MARINE - AVIATION - BONDS 
COMMERCIAL UNION—OCEAN GROUP 


Head Office: One Park Avenue, New York 16, N. Y. 


NEW YORK 









CHICAGO ATLANTA SAN FRANCISCO 


Convenient Agents from Coast to Coast 
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WAGES AND PRICES | 
Survey Shows the Effects of Wars on the Economy 


late professor of economics at 

McGill University, 

Leacock, wrote, “I have gone 
out of the prophecy business. Too 
many people are crowding into it, 
people without experience. And it is 
a thing that demands long experi- 
ence. Look at those prophets in the 
Old Testament. They were mature 
men, 500 to 600 years old, with a 
bombing range of 3,000 years.” 

It is the comment of another well 
known economist, that prophecies 
should never be written until they 
are history. Yet in all the postwar 
periods of the past wages and prices 
have adhered to a pattern almost 
identical in each instance. 


. In his book, Last Leaves, the 
w 


Wars Bring Depressions 

With the conclusion of the Dutch 
War in 1672 England entered into 
an aftermath of economic depression. 
In France, with the end of the 
Seven Years War occurred another 
boom with its consequent depression. 
Waterloo in 1815 with wild specula- 
tion and soaring prices and the in- 
evitable concomitant of unemploy- 
ment, hunger and want. The boom 
following the Civil War in this 
country extended from the latter 
part of 1863 into the early months 
of 1865 when the wholesale price 
level had risen to three times that 
of 1861; then a period like that 
following the First World War, 
prosperity for the three years from 
1871 to 1873, then Black Friday 
and the dour years from 1874 to 
1879. 

In 1920 the wholesale price index 
was two and a half times the 1915 
level, yet by 1931, within 12 years, 
that level had dropped below the 
1915 average. During the past 
century and a half the years 1814, 
1865 and 192@ represent the high 
and 1848-1849, 1860-1861 and 1896- 
1897 the low in wholesale prices. 
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Adopting 100 as the index for 1926 
wholesale prices, the level in 1814 
was 154.6, over 50% above the 1926 
level ; again in 1865 wholesale prices 
were 132, approximately a_ third 
greater than in 1926 while the 1920 
level of 154.4 was substantially the 
equivalent of 1814. 

At the other extreme, using the 
same index number and date, prices 
in 1849 were 60.1; in 1860 at the 
same low level and in 1896 and 1897 
at an all time low of 46.6, that by 
1920 had risen to 154.4. 


Wages Lag Behind Prices 

Adopting the same date, 1926 
and an index of 100 for wage com- 
parisons, while there has been a 
sustained and consistent inctease 
since 1802 when money wages stood 
at 10.1 (substantially 10% of those 
a century and a quarter later), from 
1809 to 1820, including the peak 
wholesale price period of 1814, 
wages declined from a high of 14.7 
in 1809 to 12.8 in 1811, advanced 
to 15.1 in 1817, three years after the 
extravagant price level of 1814 and 
then began a slow decline to 12.8 in 
1820 and 1822, while wholesale 
prices dropped from 154.6 to less 
than half. 

A comparison of wages and whole- 
sale prices during the Civil War 
period shows the usual relation be- 
tween the two, the wage level in- 
variably lagging in the trend. 

Not until 1874 did the decline in 
wages begin that found its nadir 
in 1880. 


Steady Rise 
From 1900 to 1926 the wage index 


shows a comparatively sustained in- 
crease from 32.6 at the beginning 
of the period to 100 at the end. 
This wage level maintained until 
1930 when the influence of depres- 
sion years. appeared. Wholesale 
prices, on the other hand, dming 
the same.period reached their peak 
in 1920 at 154.4. The following 
year this figure had dropped to 97.6 
and a year later to the low of 90.1. 

The relation of wages and prices 
in England is our own story. A 
compilation made by Prof. Arthur 
L. Bowley, of the University of 
London, not only of prices and nomi- 
nal wages, but also of “real wages,” 
the purchasing power of labor earn- 
ings over the century and a half 
from 1790, shows again this lagging 
wage scale. 


“Real Wages” 


In this connection it must be borne 
in mind that the term “real wages,” 
the purchasing power of earnings, 
may show an increase of “real 
wages” as a consequence of falling 
prices as well as from a fatter pay 
envelope. A man earning $40 a 
week with prices at the same level, 
will have a 100% increase in “real 
wages” with a 50% drop in prices. 

In the early years of the last cen- 
tury when England was engulfed 
in the Napoleonic Wars prices 
soared to hitherto unreached levels. 


Comparison of Wages and Prices 
During Civil War Period 
Year Wages Prices 
1860 18.8 60.9 
1861 18.8 61.3 
1862 19.3 71.7 
1863 22.0 90.5 
1864 25.2 116.0 
1865 28.0 132.0 
1866 29.8 116.3 
1867 30.7 104.9 
1868 31.2 97.7 
1869 32.6 93.5 
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As in this country a century later 
inflated property values were capi- 
talized ; loans made on these illusive 
values; improvements made; equip- 
ment purchased; living standards 
stepped up. In 1813 and 1814 came 
the collapse; government relief; 
want; riots; the hopelessness of 
hunger and despair. 


Government Competition 


Human nature was the same in 
the England of 1813 as in the United 
States of 1929. Wars, in both in- 
stances, had forced governments to 
compete with individual enterprise. 
Bidding for commodities stimulated 
prices. Rising prices lured business 
into speculation, converting cash 
into merchandise and reconverting 
merchandise into cash at continually 
higher prices. The story of England 
from 1800 to 1815 was the story 
of this country from 1916 to 1929. 

The vicious factor in these 
“booms” is that wages lag behind 
production levels both in the ad- 
vance and in the decline. The 
spread between the market price 
and the production cost steadily in- 
creases following the inception of 
the boom. Drunk with profits and 
wishful thinking industry too often 
has been blind to the signals of 
disaster, wages and interest rates 
beginning their fateful rise. 

In England in the early part of 
the last century wages advaneed 
slowly. The price structure col- 
lapsed in 1813. Wages continued 
to advance for twenty years. In 
the early years of the First World 
War wages advanced slowly but con- 
tinued this advance until prices had 
shrunk to half their 1920 peak. 

At the outbreak of the Napoleonic 
Wars prices began their rise in 1793. 
Within ten years they had reached 
160 per cent of the 1793 level; a 
recession then a further advance 
that by 1813 carried them to double 
the 1793 level. Within the next 
ten years they had receded to the 
1793 level where they remained dur- 
ing thirty long and grinding years 
of depression. 


First World War 


In October, 1915 prices in this 
country had advanced only six per 
cent above the 1910 to 1914 level. 
The next six months brought a 
further advance of 20 per cent. In 
April, 1917,they were 192 per cent 


Ir YOU NEED MORE CASH 
than you can get from present 
sources, send for a copy of “A Better 
Way to Finance Your Business.” 
Learn how little money costs, how 
much more you can get and how 
long you can use it under our 
Commercial Financing Plan. 


Manufacturers and wholesalers 
have used our plan to a total of more 
than One Billion Dollars in the past 
five years . . . because they found it 
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conducive to progress and profit. 


Our new book gives you the com- 
plete story. You'll find dollars and 
cents comparisons of the low cost 
of money under our Commercial 
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with case histories of the growth and 
profits which customers have real- 
ized through our plan. You'll find 
that our plan involves no inter- 
ference with your management .. . 
and frees you from worries about 
renewals, calls and periodic clean- 
ups of your loans. 


Send today for a copy of “A 
Better Way To Finance Your Busi- 
ness’’. . . and see why the number 
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1946 is more than double the num- 
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cost. No obligation. Write the near- 
est Commercial Credit office listed 
below and ask for booklet “C.” 


Baltimore, New York, Chicago, Los Angeles, San Francisco, Portland, Ore. 
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of the 1910 to 1914 level and by 
April of the following year 214 per 
cent of that period. Not until 1921 
did wages overtake the advance. 

The statement, sometimes too 
glibly made, that economic history 
repeats itself page for page loses 
in details as the period under con- 
sideration is extended. At the pres- 
ent, however, the wage factor may 
perhaps involve another character- 
istic that has heretofore remained 
in the background. 


Wages in Ancient Rome 


The historian Mommsen cata- 
logues in contemporary monetary 
units the wage payments in Rome 
sixteen centuries ago. Some of the 
more representative are, 

Manual labor, per day, 10.8 cents 
with food and lodging, 

Bricklayers, per day, 21.6 cents 
with food and lodging, 

Carpenters, per day, 21.6 cents 
with food and lodging, 

Stone masons, per day, 21.6 cents 
with food and lodging, 

Elementary teachers, per month, 
per pupil, 21.6 cents, 

Arithmetic teachers, per month, 
per pupil, 32.6 cents, 

Advocate or counsel for presenting 
a case, $1.09, 

Advocate or counsel for finishing 
a case, $4.35. 

Compare with this wage scale the 
representative food prices of that 
period. 

Barley, per bushel, 74.5 cents 

Rye, per bushel, 45 cents 


Pork, per pound, 7.3 cents 

Beef, per pound, 4.9 cents 

Ham, best, 12 cents per pound 

Lamb, per pound, 7.3 cents 

Butter, per pound, 9.8 cents 

Sheep’s milk, per quart, 6 cents 

Eggs, per pound, 1.7 cents. 

While the proportion of prices to 
wages in the reign of Diocletian has 
no relevancy to present day condi- 
tions, wages were comparable to 
those paid in the early days in this 
country. Since the beginning of 
the last century the wage scale posts 
a question yet to be answered. 
Adopting the 1926 average wage as 
100, in 1801 wages were 11 per 
cent of the 1926 level. Ten years 
later they had advanced to 14.7 at 
which level they continued until ap- 
proximately 1861 when the wage 
level. rose to 18.8. During the fol- 
lowing ten years wages almost 
doubled, rising to 33 per cent of the 
1926 level. This continued sub- 
stantially, until 1900 and then, in the 
succeeding ten years wages advanced 
to 43.1; by 1916 they were 51.4; 
by 1920, 95.9 and in 1942, 130.9. 
Over a period of 40 years labor’s 
increase had been 283 per cent. 


Real Wages Increase 


For the period 1914 to 1926 Prof. 
Paul H. Douglas, of the University 
of Chicago, determined the “real 
annual earnings” by dividing the 
index of money earnings for the 
year by the index of the cost of 
living, taking as an index the 1914 
average at 100. Real earnings for 


Comparison of Nominal and Real Wages 
During the Last 150 Years 


Period 


1790-1810 
1810-1830 
1830-1852 
1852-1870 


Nominal Wages 
Rising fast 
Falling 

Nearly stationary 
Rising fast 


1870-1873 
1873-1879 


Rising very fast 
Falling fast 


1879-1887 
1887-1892 


Nearly stationary 
Rising 


1892-1897 
1897-1900 
1900-1914 
1914-1920 
1920-1922 
1922-1929 
1929-1933 
1934-1937 


Nearly stationary 
Rising fast 
Stationary 

Rising rapidly 
Falling very rapidly 
Stationary 

Falling very slowly 
Rising 
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Prices Real Wages 


Falling slowly 

Rising slowly 

Rising slowly 

Rising consider- 
ably 

Rising fast 

Nearly station- 
ary 

Rising 

Rising 


Rising very fast 
Falling fast 
Falling slowly 
Rising 


Rising fast 
Falling fast 


Falling 
Rising and 
falling 

Falling 

Rising 

Rising 

Rising rapidly 
Falling rapidly 
Falling 
Falling rapidly 
Rising 


Rising 

Rising 

Falling slowly 
Rising rapidly 
Falling 

Rising 

Rising 
Stationary 


that year and 1915 were level but 
during the next two years wages on 


‘ this method of computation rose to 


105 and 104 respectively. By 1918 
the level was 108; the following year 
112; in 1920 and 1921 “real earn- 
ings” averaged 114 and 115; in 
1922, 120; in 1923, 128; in 1924, 
127, and in 1925 and 1926 they were 
128 and 130. 

Aside, however, from the sus- 
tained real wage increase during 
recent years, a rise in money wages 
inevitably follows rising price levels. 
“In times of rising prices,” accord- 
ing to Layton and Crowther, in 
their Study of Prices, “wages tend 
to rise less rapidly’ than profits or 
the price of commodities, while in 
times of falling prices they lag be- 
hind the general downward move- 
ment. Thus, provided there is no 
general change which affects the 
distribution of income between. the 
working classes and employers, there 
is a general presumption that periods 
of falling prices will be favorable 
to the former, while rising prices 
will be to the latter’s advantage.” 

With the advance in pricés occurs 
the related decline in the living 
standards of workers with a conse- 
quent demand for more money. 
With the decline in prices and the 
lag of wages, however, living stand- 
ards for labor rise but with increas- 
ing unemployment. This type of 
situation arose in the early months 
of 1920. 


Price Wars 


One unfortunate characteristic is 
that while price advances are in a 
majority of instances comparatively 
gradual, the decline occurs with an 
almost cataclysmic abruptness. ‘“Ex- 
perience indicates depression price 
cutting grows by what it feeds on,” 
says Edwin G. Nourse of the Brook- 
ings Institution. “An ‘epidemic of 
price cutting’ develops into a vicious 
sequence of declining confidence, im- 
paired credit, forced liquidation, un- 
employment, loss of purchasing 
power and so on indefinitely.” 

In the postwar period of 1919 an 
advertisement appeared in one of 
the trade papers that has the dis- 
comforting tone of today. “The 
War Industries Board is carefully 
but surely clearing the road. so that 
the industries of our country can 
take up unhampered their prewar 
activities and carry them through 
with the knowledge gained in war 
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times, to an economic and funda- 
mental success never before known. 
In the adequate reconstruction of 
a war torn world the United States 
will be called upon for the produc- 
tion of peace materials as greatly 
and as suddenly as it was for the 
production of war materials. . 
The ideals’ established by the com- 
pound victory of the enlightened 
nations of the earth will surely lead 
to peace, happiness and prosperity 
for the whole world.” 


Can We Learn? 


The history of that time may yet 
prove its value as a contemporary 
lesson. 

“Let us admit it fairly, as a business 
people should, 

We've had no end of a lesson; it will 
do us no end of good.” 

The Federal Reserve authorities, 
during the First World War and 
the flotation of the Liberty and 
Victory loans, withheld an increase 
in the interest rate. During the six 
years from 1913 to 1919 the physical 
volume of business increased ap- 
proximately eight per cent, while the 
money in circulation increased 68 
per cent and bank deposits 103 per 
cent. In 1913 the cash held against 
bank deposits was 11.7 per cent. 
This during the two following years 
dropped to seven per cent. The rise 
in prices followed as night follows 
«lay. 

Consumers emphasized their re- 
fusal to buy at the then current 
retail prices by vigorous actions 
looking to the elimination of re- 
tailers. In one large steel plant 
workmen gave notice to the local 
‘Chamber of Commerce that unless 
retail prices were reduced they would 
establish their own store. Textile 
workers threatened to set up a cloth- 
ing factory, insisting that the high 
clothing prices were the result of 
excessive selling costs, not wages. 
One town of 25,000 in Connecticut 
organized a cooperative association 
that sold its merchandise at 15 per 
cent below local rates besides paying 
a fair dividend to members on their 
investment. In New York City 
tenant-owned and cooperative apart- 
ment houses were adopted to escape 
the exorbitant rentals resulting from 
inflated real estate values. 


Pause in Inflation 
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CHECK YOUR RECEIVABLES. . R 
THEN SEND FOR THIS BOOK ON 


“CREDIT LOSS CONTROL" 
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prices and shrinking bank reserves 
the Federal Reserve Bank in New 
York raised its discount rate and 
refused further loans for speculation, 
on November 3, 1919. Following 
that action came a decline in the 
stock market and, three months later, 
a halt in rising commodity prices. 
Early in 1920 John Wanamaker an- 
nounced a 20 per cent cut in all mer- 
chandise. The inflationary period 
had ended. 


Cereals and grains declined. 


Farmers hoping for a better market - 


delayed shipments and borrowed 
money on warehouse receipts. The 
same procedure was adopted by the 
cotton farmers in the South. 
Throughout the country existed an 
apprehension of financial disaster. 
Retailers were loath to reduce prices 
lest they lose the money already in- 
vested, while people became more 
and more unwilling to buy, postpon- 
ing the acquisition of any merchan- 
dise not absolutely necessary until 
the hoped for decline in prices should 
occur. Retail orders were cancelled ; 
production curtailed; employment 
declined. 


Then and Now 


Automobile manufacturers had 
anticipated in 1920 a demand for 
cars commensurate with 1919. Com- 
mitments had been made for iron, 
steel, copper, leather, rubber and 
long ‘staple cotton before the decline 
in prices. Hence, they were forced 
to borrow heavily, thus giving added 
impetus to the impending collapse. 

“There is perhaps no parallel in 
history,” wrote Byron W. Holt, one 
time editor of Moody’s Magazine, 
“for the 25 per cent decline in the 
wholesale prices in the last three 
months of 1920 or for the 40.6 per 
cent decline for the year ending 
February 1, 1921. Similarly, the 
slump in business, as indicated by 
closed mills, decreased railroad earn- 
ings, idle ships and unemployment, 
is greater than ever before.” 

However, there is a sharp dis- 
tinction between the present post- 
war period and such periods in the 
past. In New York, six months 
after the 1918 Armistice a hundred 
thousand men, soldiers, _ sailors, 
marines and others, tramped the 
streets looking for work, for food 
and for shelter. Twelve thousand 
ceal miners were idle in Ohio and 
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in Illinois twenty thousand more. 
Throughout the country seven hun- 
dred thousand men were seeking 
work and food. 

Today the country is clamoring 
for increased production with em- 
ployment and national income be- 
yond even the dreams of the begin- 
ning of the century. With per hour 
wage rates over 50 per cent greater 
than in 1919, there is yet, on the 
other side the bitter experience of 
centuries, to which long ago John 
Adams referred : 

“T am old enough to remember 
the war of 1745 and its end; the 
wer of 1755 and its close; the war 
of 1775. and its termination; the 
war of 1812 and its pacification. 
Every one of these wars has been 
followed by a general distress, em- 
barrassments of commerce, destruc- 
tion of manufactures and the fall of 
the price of produce and lands.” 


Bank Credit 
Yardsticks 


(Continued from Page 12) 


Furthermore, managerial policy as 
to production, inventory, costs, sub- 
sidiary relationships, and previous 
bank loans will be reflected in these 
vital financial statements. 

What items are particularly sig- 
nificant to the banker and will de- 
termine his decision on a loan 
application? Analysis of the bal- 
ance sheet will show the capital 


position of the enterprise and its‘° 


adequacy in the light of the appli- 
cant’s debt. The ratio of funded 
debt to net working capital will 
indicate whether the long-term debt 
is in the preper proportion to the 
net working capital. It should 
never be larger than the latter. 
A disproportionate relationship in- 
dicates that operations are being 
financed by borrowed capital or 
that the firms’s own liquid funds 
are tied up in fixed assets. An- 
other point; fixed assets must not 
constitute too great a proportion of 
tangible net wth for a high ratio 
indicates a reduced net working 
capital. Possible depreciation of 


fixed assets is a source of financial . 


danger and a warning signal to 
bank management. A business en- 
terprise with a net worth of from 


$50,000 to $250,000 should no: 
carry a depreciated value of fixed 
assets exceeding two-thirds of its 
tangible net worth; if the tangible 
net worth is above $250,000 the 
written-down value of the fixec 
assets should not be more than 
three-fourths of the tangible ne: 
worth. Too much short term debi 
will reduce inordinately the bor- 
rower’s net worth and render him 
a doubtful risk. 


Inventory Ratios 


Inventory ratios are also ex- 
cellent bank credit guides. The 
ratio of inventory to net working 
capital will indicate whether too 
heavy an investment has been made 
in merchandise. In the case of 
manufacturing and wholesaling 
firms with a tangible net worth of 
from $50,000 to $250,000 net over 
two-thirds of the net working cap- ° 
ital should be in inventory, while 
organzations with a tangible net 
worth of more than $250,000 should 
not hold an inventory of more than 
three-fourths of their net working 
capital. Retailers with a tangible 
net worth of no more than $50,000 
should be especially careful not to 
pile up inventory. Fashion and 
style changes will rapidly reduce 
its value. Goods on hand should 
equal at most the borrower’s net 
working capital. 

The sales record of the credit 
applicant is especially significant 
since the objective of the business 


, management is to market its prod- 


uct at a profit. The ratios of net 
sales to net working capital and 
net sales to tangible net worth will 
indicate whether the concern is 
using its capital effectively. Low 
ratios in both these tests will indi- 
cate that expected orders are not 
materializing and that slow moving 
inventory is piling up. “'” 

The items on the profit and loss 
statement must be correlated with 
the balance sheet date to judge the 
credit applicant’s position. The 
relationship of net profits to tangi- 
ble net worth and to net working 
capital are yardsticks of the return 
the business man is earning on his 
capital investment. Rising ratios 
of cost of goods sold to net sales 
and selling expenses to net sales 
indicate a mounting cost of doing 
business. Bankers may well in- 
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quire why inventory cost is rising 
or why selling expenses are on the 
upgrade. Management may not be 
exercising sufficient control over 
its marketing organization; or it 
may not be aware of the imminent 
danger of a price drop with a seri- 
ous inventory loss to the borrower. 

The banker may be skeptical of 
a borrower’s surplus account if the 
earned surplus is not clearly ex- 
plained. It may be that the firm’s 
assets have been overvalued or the 
improper and inadequate reserves 
have been established to cover de- 
preciation. 

Banks are in business to finance 
the business man’s needs. They are 
prepared to do so with the funds 
entrusted to them by their depositors 
and stockholders. It is only logical 
to expect them to conduct such a 
searching survey as we have pre- 
sented above if they are to fulfill 
their public obligation. It also bene- 
fits the business community if they 
properly analyze credit applications, 
for a business boom financed by 
unwise speculative loans can only 
embarrass the business man when 
values collapse, freezing up both 
the bank and its client whether he 
be the producer, middleman or re- 
tailer. 


Los Angeles Credit 
Men Revive Popular 
Pre-War Custom 


Los Angeles: The Los Angeles Credit 
Men’s Association is reviving the sum- 
mer outing this year.’ They plan to leave 
at 10 o’clock on the morning of Saturday, 
September 14, and return late on Sunday 
afternoon. 

Nothing has been omitted from the pro- 
gram. Facilities have been provided for 
swimming, boating, fishing, even for a 
searchlight flying-fish cruise. 

Delegates to the 1934 National Conven- 
tion at Los Angeles will well remember 
how delightful a cruise to Catalina can be. 


NYCMA Publishes 
New Brochure of 
Association Services 


New York: The New York Credit 
Men’s Association has just produced a 
beautiful new brochure in color, outlining 
in word and picture the full activities, 
services and benefits of the New York and 
National Associations. 

It is a good-looking booklet, with plas- 
tic binding, full of the kind of informa- 
‘'on that a prospective member will want, 
vet concise and brief. This booklet has 
‘ven sent to the entire membership. 





And Save Lives, 


TOP! Before you drop that 
lighted match. Think! Careless 
use of matches and smoking mate- 
rials cause nearly 30% of all fires.* 
This year...as the need grows 
more desperate for every piece of 
lumber, every home, every article 
of clothing and furniture—fire is 
destroying scarce resources at a rate 
no nation can stand. 
You are not immune. The threat 
is ever-present—your home, your job 
—even your life—may be in danger. 





Jobs and Homes 


Your help is needed now. Be care- 
ful with matches and all inflamma- 
bles. Check electrical appliances, 
wiring, stoves, furnaces, chimneys, 
and other possible hazards. Don’t 
allow litter and rubbish to accumu- 
late in your home, shop or office. 

Check your fire insurance now. 
Consult your local insurance agent 
or broker about today’s higher val- 
ues. Don’t let fire catch you under- 
insured: A phone call now may save 
you thousands of dollars. 


*From a ten-year record of the known causes of fires. 


CAPITAL STOCK FIRE INSURANCE COMPANIES 


Members of NATIONAL BOARD OF FIRE UNDERWRITERS 
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THE CREDIT EXECUTIVE’S LIBRARY 


A New Department Conducted by 
Dr. Carl D. Smith 


Director of Education, NACM 


All executives are busy men 
“ in these hectic, readjustment 
uw days. No executive, irrespec- 
tive of how busy he may be, 
can afford to neglect keeping posted 
on the latest thought of others who 
are contributing worthwhile ideas 
to his field of activity. Even fifteen 
minutes a day will produce surpris- 
ing results for the executive who 
wants to keep posted on new devel- 
opments in business. 
This column will list each month 
two or more books of merit and 
value to the credit executive. 


Developing Your Executive Ability 
by Howard Smith. Published by 
McGraw Hill Co., N. Y. 1946. $2.50. 

The author is a personnel consul- 
tant and director. He brings te the 
reader the composite views of liter- 
ally hundreds of executives through 
the medium of a blueprint that 
shows him how he may improve his 
executive ability. I recommend the 
reading of this book by every execu- 
tive who is having trouble in keeping 
ahead of the load that falls upon him 
each passing day. He should learn 
from these pages how to develop a 
clear, well-formulated plan of action 
along the right lines. The reader is 
confronted immediately with the 
personal question as to the extent 
of his eagerness for advancement, 
and whether advancement is worth 
the effort. In 120 pages of stimu- 
lating and helpful reading, a blue- 
print of the successful executive is 
developed. This is followed by a 
number of intimate sketches of suc- 
cessful contemporary executives. 
Particularly illuminating are the 
comparisons between the blueprint 
and the actualities. In the closing 
sections the author helps the execu- 
tive to see himself as others see him, 
and to evaluate his own ability to 
make improvement and advancement 
in relationship to and in competition 
with other executives. 


How to Work With People by Sum- 
ner Harwood. Published by Cam- 
bridge Analytical Services, 1278 
Massachusetts Ave., Cambridge, 
Mass. 1940. $2. 

There is one trait that should be 
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common with all credit and financial 
executives, and that is the quality of 
co-operativeness. "Habits of success- 
ful co-operation are necessary in 
days of hard competition when busi- 
ness must depend for its survival 
upon the satisfied customer and com- 
mercial good-will. If the author had 
planned it so, he could not have 
written more specifically to the point 
for credit executives. The reader 
will find it easy to apply the prin- 
ciples presented by the writer to the 
everyday tasks of the credit depart- 
ment. I refer particularly to such 
important problems as that of an 
intelligent understanding of the dif- 
ferent points of view; the elements 
in reaching an agreement; the re- 
quirements for successful co-ordina- 
tion of efforts and adjustments; the 
factors and forces that develop a 
sense of obligation and coercion ; the 
use of incentives in effective co- 
operation ; toleration and the values 
of self-respect as moral factors in 
gaining co-operation ; and how group 
action may be utilized to effect natu- 
ral co-operation. The author de- 
votes the last four chapters to the 
mechanics of group action and the 
processes by which group decisions 
are achieved. His suggestions are 
directed to the executive as the focal 
center around which group powers, 
interests, values, ideals and activ- 
ities cluster. The last chapter en- 
titled “The Co-operative Person” is 
worth the entire cost of the book if 
applied to the daily philosophy and 
duties of the credit manager. The 
implementation of these principles 
will make the executive a most valu- 
able good-will ambassador for his 
firm. 


Peace of Mind by Joshua L. Lieb- 
man. Published by Simon and 
Schuster, New York. 1946. $2.50. 
Here is a book that is making a 
significant contribution to American 
thought and to those who are earn- 
estly interested in getting the most 
out of life. There has been no time 
in the history of our nation when 
there has been greater need for men 
everywhere to seek out and use the 
great truths of religion as tools for 
a better understanding of. themselves 


and others. The author provides a 
wisely optimistic outlook upon life 
and furnishes a basis for helping us, 
as individuals, remain normal in 
these days of abnormal living and 
adjustments. The credit executive 
will find it most helpful as a practi- 
cal treatise of psychology applied to 
the day-to-day problems of human 
adjustments. The reading of this 
book will greatly enhance one’s re- 
spect for the Canons of Commercial 
Ethics of our Association, and of the 
tangible values of knowledge, dis- 
cipline and character as essential 
tools in the kit of the credit execu- 
tive. I cannot give a better resume 
of this book than to quote the 
author’s own words: “This book at- 
tempts to distill the helpful insights 
about human nature that psychology 
has discovered and the encouraging 
news from the scientific clinic about 
man’s infinite capacity to change and 
improve himself, as well as to cor- 
relate these latest’ scientific discover- 
ies with the truest religious insights 
and goals of the ages.” 


Russell Herrick Heads 
Lansing’s 194.7 Board 


Lansing: Russell Herrick has been 
elected President of the Lansing Associa- 
tion of Credit Men, succeeding O. O 
Woodward, Credit Manager of the F. N. 
Arbaugh Co., who becomes state coun- 
cillor. 

Other new officers are: Vice-President, 
Robert Conklin; Treasurer, Lawrence 
Kowalk; Directors, Emil DeBlake, 


George Patterson and John Vitowsky. 


"A book that any man who has anything 
to do with consumer credit should have 
as his Bible.’’ — Manager, Persona! Loon 
& Finance Dept., The Cleveland Trust acer 


Milan V. Ayres’ 
INSTALMENT MATHEMATICS 
HANDBOOK 


A new, dependable source of systematic 
help and everyday reference for all those 
concerned with instalment financing trans- 
actions. Covers all special and regular 
calculations; gives original, tested formulas 
and complete derivations. ‘No extensive 
mathematical knowledge required in its 
use. Everywhere banks and other agencies 
financing time-payments have accepted 
this book as the authority in the field. 


$10.00 
THE RONALD PRESS COMPANY 


15 East 26th Street New York 10, N. Y. 
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Foreign Credit Survey 
(Continued from page 18) “YOUR MANUALLY POSTED 


RECORD FORMS.” 


: says KING COTTON, 
CURRENT SURVEY OF COLLECTIONS (JULY 1946) 


(In percentages of replies received) 





FAIRLY VERY 
PROMPT PROMPT SLOW SLOW 
ARGENTINA: «....4. 88 12 -— — 

FOE a vader css 62 35 3 ~ 
RN 5 6 eae ins eis 86 14 _- —_— 
BRITISH 

POSSESSIONS .... 8&8 12 — — 
I ocak Xa Sick 86 14 — — 
COLOMBIA ......... 74 20 6 — 
CAPS BE. wn oe cs 59 29 12 — 
CURE viSere ieee sae 94 3 3 —- 
DOMINICAN 

BBPrueesG 666... 88 12 — —_ 
ECUADOR: 0:05.05 ..0%: 60 31 6 3 
FRENCH 

POSSESSIONS .... 80 20 _ -- “CALL FOR PARSONS 
GUATEMALA ...... 73 27 — — ea 
JS ep ees 87 13 — — MECHANO FORM 
HONDURAS ....... 71 29 — = ee ee 
PREIEEGAP ceteadecsee: 84 9 7 _— 
NETHERLANDS This 50% cotton fiber ledger 
N nea NS... oo = 3 “3 paper and index card stands 
PAMARMA: Geiccci ass 89 11 — — constant handling without 
ae nyo eye 7 2 2 getting dog-eared. It’s tough 
PUERTO RICO...... 87 13 — _ and rigid, and it’s easy to use 
EL SALVADOR ...... 73 21 6 — . 
URUGUAY ......., 75 25 7 a for this paper, apecstiontty 
VENEZUELA ....... 89 11 — — made for modern business, 


has the new no-glare surface 
SURVEY OF TERMS GRANTED DURING FIRST HALF OF 1946 





AS COMPARED WITH 1945 TERMS that increases accuracy and 
(In percentages of replies received) relieves eyestrain. Fine eras- 
NO MORE LESS ing qualities, found only in 
BITE A oi osko os sc cak ven 93% 7% — aed ‘ag fluids. S; 
ea ies oe 87% | 3% 10% ae See a oan 
I ar ah'd 5 utekie 0 sod0' «559 Ka Niatiary + 96% 4% — matching colors implement 
BRITISH POSSESSIONS ...... 100% — — hot 
NN on ees Nain 8 100% i. a your color control system. 
ERAS! eee eee 92% 5% 3% When you need more ledg- 
S22 LG tS ee 92% 3% 5% tnd d x bbe 
TCS ee 97% on 3% GENE CONT ae eave 
DOMINICAN REPUBLIC ...... 94% 3% 3% to specify PARSONS MECHANO 
DE ais Sco) An dtp as pen 4s 100% oo — 
FRENCH POSSESSIONS ...... 100% — — — 
ASAIN is 03s ite weve p 94% 6% ian 
DOP es Ba oe oy. dik puatne anne 100% —— — 
PO eee sa 5 gsikae sviewiow 9's 94% 3% 3% 
MEN ino es who voessaes % wth 4% 
NETHERLANDS POSSESSIONS 88% 4% 8% 
el PC 3s aga es sos 97% 3% _ 
PADI os ore coh ee seats 97% 3% — 
Li! UN eee eevee 100% pie obi 
PU de hc Sis 90% 6% 4% 
ee i 66's oO Ly es 97% 3% — 
BOS 9) a rane eee Y = — 
PRU Sc oe a — __| PARSONS PAPER COMPANY 
VENMBOMMN a ee ee 94% 3% 3% HOLYOKE. MASSACHUSETTS 
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PROFIT PRODUCERS FOR INDUSTRY 
Good Tools Heighten Our Living Standards 






cently quoted as saying that 

“no wage is too high if it is 

earned.” With corresponding 
forthrightness and clarity he might 
have added that no business profits 
are too high if they are legitimately 
earned. 

No word in the entire realm of 
economics has more recently been 
maligned, misunderstood and mis- 
used than “Profits.” One might 
gather from the comments of some 
of our oracles that profit is some 
kind of a newly identified disease ; 
that the profit motive underlies the 
many deficiencies in our present dis- 
turbed civilization; that it is the 
cause of much human suffering; 
that it must be cast out of our econ- 
omy and replaced with some illusory 
subsidy, government control or leg- 
islative panacea. 


. Young Henry Ford was re- 
e 


False Reasoning 


The prevalence of such fallacious 
thinking is amazing in the face of 
the overwhelming evidence of bene- 
fits which the profit motive has 
brought to common people every- 
where and for generations. It is 
difficult indeed to conceive of the 
rapid advancement of civilization in 
the last several centuries without the 
incentive which man derived from 
profit opportunities. 

Our entire industrial development 


of the past hundred years, with an 
enormously improved level of living 
for many millions, has been initiated 
and propelled by the inventive genius 
and the industrial leadership which 
had as their incentive the hope for 
compensation in the form of profit. 


Profiteer Not Typical 


That there have been occasional 
examples of soul-less speculators 
who have from time to time taken 
greedy advantage of their shrewd 
ability to exploit is no more of an 
argument against the encouragement 
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by A. G. BRYANT 
Vice-President 


CLEEREMAN MACHINE TOOL COMPANY 
Chicago 


YS —S—_—_ TF 


of attractive profits, resulting from 
sound business leadership, than is 
the occasional rabble-rousing labor 
parasite typical of the conscientious, 
hard-working, sound-thinking Amer- 
ican working man. 

The plain economic truth is, not 
that there has been too much busi- 
ness profit, but that there has been 
too little. Off the record, but well 
publicized, statements last Fall by 
some Government officials to the ef- 
fect that business could raise wages 
about 25% with no increases in 
prices and still have more profit than 
in prewar years were obviously made 
in ignorance or in disregard of the 
facts.. 


Profits Low 


According to Government’s own 
data, in the four years of 1936 
through 1939, only 40% of the cor- 
porations reporting for Federal In- 
come Tax made any profits what- 
ever. Even during the war the per- 
centage of net profit to sales after 
taxes was very nominal. General 
Motors Corporation averaged three 
and one-half billions of sales per year 
for four war years, but showed a net 
profit for the period of only 4.1%. 
U. S. Steel in 1944 made only 3%. 

When we are speaking of General 
Motors and U. S. Steel, we are re- 
ferring, consciously or not, to hun- 
dreds of thousands of modest owners 
of a few shares. There are nearly a 
half million corporations in this 
country with a total of about twenty- 
six million share-holders of whom 


about one-half have a total equity of 
less than five hundred dollars. The 
profit incentive and the will to cre- 
ate, to work and to invest on the 
part of millions of such common cit- 
izens is being frustrated by the para- 
lyzing effect of diminishing profits 
caused by higher costs, excessive 
taxes and unfairly controlled prices. 

Our economic salvation depends 
to a large extent upon a reversal of 
form, upon a stimulation of profits 
as an inducement for more work, for 
expanded operations and for the re- 
sultant creation of more production 
at higher earned wages. 


War Hangover 


The world is waking up today 
with an economic headache. It has 
lost, through war destruction, enor- 
mous quantities of homes, schools, 
roads, transportation and facilities of 
all kinds. Added to loss through de- 
struction is the fact that construction 
of all of these same facilities has been 
suspended during the war. Civiliza- 
tion therefore is faced with the 
greatest demand that has ever been 
known. Not only must we rebuild 
and catch up with our construction, 
but we must advance in the -use of 
the new materials, the new scientific 
discoveries and the new methods 
which offer undreamed of oppor- 
tunities for the spread of wealth, 
comfort, health and social improve- 
ment for every inhabitant of the 
globe. 

This being the case, why not give 


civilization the chance to grasp this. 


opportunity? Using all of our re- 
cently acquired scientific knowledge, 
why not employ also those sound 
principles of business and economics 
which have been proven in the fire 
of actual test for generations? 


Tools Mean Production 


The extent to which the tool engi- 
neering profession is successful and 
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profitable in the next few years will 
serve as a gauge of the relative suc- 
cess with which society organizes to 
accomplish this great undertaking. 
As a specific and basic means by 
which tool engineers and general in- 
dustry may accomplish their task 
profitably, let us consider Machine 
Tools, the Master Tools of Industry. 
Literally they are “PROFIT PRO- 
DUCERS FOR INDUSTRY.” 
Machine tools are the power 
driven, metal cutting, nonportable 
machines on which industry relies 
not only for mass production, but 
for the precision tasks of the tool 
room and the gauge shop. Machine 
tools are necessary in the production 
of the automobiles, refrigerators, 
radios, and farm machinery of our 
normal peace time life, and are 
equally vital in the building of 
planes, guns, tanks, ships and bombs 
of war. Machine tools consisting of 
lathes, drilling machines, planers, 
milling machines and other power 
driven units average about $4000.00 
apiece in unit cost, require from four 
to six months for their cycle of 
manufacture and offer precision ac- 
curacies frequently measured in 
tenths of thousandths of an inch. 


Smallest Production Cost 


Yet these machine tools, which 
offer extraordinary profit making 
possibilities, actually represent the 
smallest part of the total cost of pro- 
duction. The National Machine Tool 
Builders’ Association has pointed 
out that depreciation, maintenance, 
taxes and insurance allocated to final 
machine tool operating costs consti- 
tute a total of only 3.4% of the 
grand total shop costs, the balance of 
96.6% going into labor, materials 
and indirect expenses. 

Another indication of the economy 
of machine tools and their effective- 
hess in production is illustrated by 
the figures of the United States Bu- 
reau of Census for 1939. In that 
year this country’s total production 
of manufactured goods was valued at 
fifty-eight billion dollars. These 
manufactured goods depended upon 
machine tools in use in the United 
States, and at that time the total 
valuation of machine tools used in 
the United States’ production was 
about three billion dollars. In other 
words the machine tool plant of this 
country supported a total production 
of manufactured goods amounting to 
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nearly twenty times the total value of 
the machine tool investment. 

The installation of new machine 
tools in 1939 represented only about 
17/100ths of 1% of the value of the 
country’s manufactured products. 
The cost of machine tools is so rela- 
tively insignificant that its influence 
on the price a consumer pays for 
goods is almost infinitesimal. On the 
other hand it is obvious that with- 
out the use of such machine tools, 
the consumer would pay, if he could 
afford them at all, prices for goods 
many times present day figures. 


Economic Value 


Of course, members of the Amer- 
ican Society of Tool Engineers have 
a better appreciation than others of 
the economic value of machine tools 
in this country’s future. Perhaps 
some of us however, understanding 
as we do so well the importance of 
the machine tool, overlook the fact 
that there are some in public life who 
are ignorant of the facts. 

It would seem that all should real- 
ize that the production of more 
goods at lower cost constitutes 
America’s hope for survival in the 
future competitive struggle. Therein 
also lies our hope for further raising 
the general standard of living in this 
country. It is only by getting better 
products at a lower cost that more 
people can acquire more goods and 
thus improve their physical stand- 
ards. 





The possibility of success in this 
direction depends basically upon the 
more extensive use of machine tools. 
The answer to the soap box orators, 
who, during the depression preached 
the gospel of technological unem- 
ployment caused by too much mod- 
ern machinery, has been given dur- 
ing the war so emphatically that 
reiteration is unnecessary. It might 
be well to point out, however, that 
Russia has demonstrated once and 
for all how powerful a nation can be 
which adds industrialization to great 
material resources and tremendous 
manpower. The Soviet, aided by 
modern industrial facilities acquired 
from the United States, not only 
performed a military miracle but 
proved that its future rests upon 
further mechanization. 

China, with no machinery at its 
disposal, has been unable in centuries 
of effort to save its teeming millions 
from an impoverished existence. It 
is awakening now to find that mech- 
anization and technological develop- 
ment are essential in the solution of 
its national problem. Coolie labor 
represents poverty and degradation. 
Mechanization, based on the use of 
modern ‘machine tools, produces 
more goods, more cheaply, and di- 
rectly raises a nation’s standard of 
living. 


Machinery Vindicated 


Fortunately sound thinkers are 
(Continued on Page 40) 

















The Connecticut Fire Ins. Co. 
Hartford, 15, Conn. 


Atlantic Fire Insurance Company 
Raleigh, North Carolina 


Great Eastern Fire Insurance Co. 
White Plains, N. Y. 


Warning! - - - 
ul 


Check the amount of your insurance against the present 
cost of reproducing your property. Construction costs are 
increasing and there is danger that you are underinsured. 
It costs less to transfer your risk to an insurance company 
than it does to assume the burden of a loss. 


THE PHOENIX INSURANCE COMPANY 
Hartford 15, Conn. 


Reliance Insurance Company of Canada 
Montreal 1, Canada 


Equitable Fire & Marine Ins. Co. 
Providence 3, R. I. 


The Central Srates Fire Ins. Co. 
Wichita 2, Kansas 


Minneapolis F. & M. Ins. Co. 
Minneapolis 2, Minn. 


GREATEST FIRE LOSSES IN HISTORY 
CALL FOR CURBING 


According to the Insurance 
*. Credit Group of the New 
wo York CMA, the nation will 
suffer the largest fire loss in 
history in 1946 unless effective, unit- 
ed effort is made on a national scale 
to check the present excessive burn- 
ing rate, which is due largely to care- 
lessness. Frank A. Christensen, 
President of the National Board of 
Fire Underwriters, pointed out this 
danger in the following statement at 
the recent 80th anniversary meeting 
of the Board. He emphasized the 
need for both conservation and fire 
prevention measures on the part of 
everyone to check loss of life and 
waste of property in a time of criti- 
cal shortages in housing and com- 
modities. 


27 Lives Every Day 


The appalling rate of increase in 
our national fire losses calls for the 
attention of every one interested in 
the general social and economic wel- 
fare of our country. For the year 
ending in April this terrific waste, a 
large part of which is preventable, 
was only a few millions short of a 
half a billion dollars—the largest 
twelve months’ total ever recorded 
by the National Board of Fire Un- 
derwriters on the present basis of 
keeping figures. 

If the present rate of careless 
waste goes on through 1946, the toll 
of our real wealth, much of it pro- 
ductive wealth which our people can 
il afford to lose today, will surely 
pass $600,0000,000. That will make 
1946 the worst year of reckless 
burning our nation has ever known, 
surpassing even the tragic years of 
vast city-wide conflagrations. 

For eight years now this terrible 
evidence of national carelessness and 
recknessness has been growing at 
faster rate nearly every year. 1944 
was 17 per cent more destructive 
than 1943. 1945 was 10.7 per cent 
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worse than 1944. 1946 in four 
months is already 25.5 per cent 
higher than the same period in 1945. 


April Losses Jump 


Even more disturbing is the rate 
of increase in April, 1946, loss over 
April, 1945. That was 37 per cent 
—37 per cent higher than a year 
ago. Losses in March this year 
were 30 per cent higher than March 
a year ago. February losses were 
25 per cent higher than February 
a year ago. January losses were 
11 per cent higher. 

This devastating waste by pre- 
ventable fire will have to be slowed 
down somewhere soon. We are a 
wealthy country but no country, 
however rich, can escape the serious 
economic and social consequences 
of such a constantly increasing drain 
on vital living facilities and the pro- 
ductive capacities which are its life 
blood. 

Equally shocking and appalling is 
loss of life. A few months ago 
newspapers and radio news periods 
had extensive reports of a “Blazing 
Sunday,” on which 26 lives were 
lost in a few spectacular fires. That 
seemed unusual, but actually it was 
not. An average of 27 lives are lost 
in fires every day. More than 10,- 
000 lives—-and the number is rising 
—are lost every year in fires, many 
of them preventable. The great 
tragedy is that a large number lost 
are helpless children. 


People Must Be Told 


Our people never fail to meet a 
national emergency when they know 
the facts. With critical shortages. 
in housing, building materials, cloth- 
ing, food and the very necessities 
of life, in America and everywhere, 
it is imperative that the people know 
the facts and their significance about 
the great toll on the national econ- 
omy because of our national inat- 


WASTE 


tention at the moment. Preventable 
fire loss, added to other preventable 
waste, is bleeding us white, slowly 
but surely, and intensifying our 
shortages of housing and commodi- 
ties. 

The number of destructive fires 
is increasing at an alarming rate at 
a time when our people need hous- 
ing, building materials, foodstuffs, 
raw materials for reconversion of 
factories, and all the necessities of 
life as never before. 


Homeless Families Suffer 


This doesn’t make sense when 
families that cannot find decent 
homes are living in abandoned trol- 
ley car bodies, old chicken coops, 
makeshift shacks and sub-normal, 
unhealthy crowded housing of all 
kinds. It doesn’t make sense to stand 
by as citizens while homes, factories, 
food warehouses and _ processing 
plants—productive wealth and _ re- 
sources we need so badly—are burn- 
ing up through the inattention, care- 
lessness, recklessness and relaxation 
of vigilance that follows war. 

When the people know the facts, 
they will substitute watchfulness for 
carelessness, caution for reckless- 
ness and the “I don’t care” attitude 
for the kind of spirit that won the 
war—for this widespread national 
waste is the concern of all the peo- 
ple. The low rate of fire waste in 
cantonments and installations of the 
armed services, and tn inspected mu- 
nitions factories, shows what the 
people are capable of doing by unit- 
ed effort toward caution and watch- 
fulness, if they know the dangers 
and have the will to do. 

Our need today, and for tomor- 
row, is to save what we have in this 
time of shortages—for ourselves and 
for those unfortunates in broken, 
burned out lands who look to us for 
life itself.. But the immediate need 
is for us to tell the public the facts. 
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Uncle Sam’s Payroll 


Consolidated table of Federal personnel inside and outside continental United States 
employed by executive agencies during June 1946, and comparison with May. 




















1946 
Departments or Agencies . Increase | Decrease 
May | June 
4 Executive Office of the President 
Bureau of the Budget..................... 773 POM ish 6 


Executive Departments 
(except War and ~ a pee 


Agriculture ee - 92,273 99,360 7,087 








Commerce Department. . 35,860 36,013 Woe) eos 
interior Department. .... 49,623 51,690 BE ie eae 
Justice Department... .__.. 24,288 PS ee b  ee 463 
Labor Department.......... 35,389 35,575 Pees te. 
Post Office os gall a 484,827 488,623 DetOO |. oo ws ck he 
State Department. . 20,202 MME oh iack, x 100 
Treasury Department. ...... sees, CL. MEMES 2cccc: cs 1,498 
Emergency War Agencies 
Office of Alien Property Custodian. . aye, 742 770 Ws basa 
Office of ee rr as 99 | BES oars nade 7 
Office of Inter-American Affairs. . 573 | ee oe 18 
Office of Price Administration. . 34,332 34,523 Wee. ic as 
Office of Scientific Research and Development 639 MAES ied crock 208 
Office of War Mobilization and Reconversion 183 | ees 5 
Selective Service System. . 14,784 sr 527 
War Shipping Administration... 3,768 a ae 165 
Postwar Agencies — 
Civilian Production Administration. . 3,333 3,598 CO sls ties 
National Wage Stabilization Board. 961 Ms hare) 23 
Office of Economic Stabilization. . 40 43 BS oan 
War Assets Administration. . date dic ees 32,427 36,571 4,144 
Independent Agencies | 

American Battle Monuments Commission. . 39 39 
American Commission, Protection of Monu- 

ments in Europe. . Bieta as 6 4). 2 
Civil Aeronautics Board. . 408 406 |. 2 
Civil Service Commission . . 4,234 4,171 |. 63 
Employees Compensation Commission... 5 560 |. 4 
Export-Import Bank of Washington. . 102 105 3 
Federal Communications Commission....... . 1,337 1,338 1 
Federal Deposit Insurance ~~eae Ra 1,172 1,159 Meets 13 
Federal Power Commission. . a 7 48 
Federal Security Agency. . 31,735 31,560 pads 175 
Federal Trade Commission. . 501 MY 23 ied cee 2 2 
Federal Works Agency. . 22,825 23,038 213 
General Accounting Office. . 14,244 14,101 143 
Government Printing Office . . 7,259 7,265 6 
Interstate Commerce Commission. . 2,214 2,250 36 
Maritime Commission. . 9,914 10,285 371 
National Advisory Committee for Aeronautics. 5,640 5,733 93 
National Archives. . Ex 363 3 
National Capital Housing Authority. . 268 274 6 
National Capital Park and —!" Commis- 

sion Padoesshe eee 15 ‘dl ee 1 
National Gallery of Art.. ah kates Widens 299 312 | aE eee 
National Housing Agency .. a Perdes 16,357 17,468 1,111 ye 
National Labor Relations Board Sense 1,005 1 — 18 nian 
National Mediation Board. . wince teat Sl 104 ey a eRe 2 
Panama Canal. hd ee lin gh oe 28,745 08,390 Bo esa ye 355 
Railroad Retirement Board... ‘ cy 1,969 Bee |. oe eae 14 
Reconstruction Finance Corporation. . as 11,876 12,032 156 ents 
Securities and i Commission. . és 1,186 ME Ao dade 5 
Smithsonian Institution. . Deere ess So ns eset 433 454 RE. oe 
Tariff Commission . . Meo Ra 247 Bee CMa 7 
Tax Court of the United States... Sects 121 ee aw eee 2 
Tennessee Valley ar soil Akos sehen 11,087 11,169 82 Di 
Veterans’ Administration. . seed ake csc) 172,386 Gare... toe 

Total, excluding War and Navy Depts... .| 1,286,792 | 1,309,353 26,371 3,810 
Net increase, excluding War and Navy Depts.| . an eve. 22,|561 
Navy Dept., inside and outside United States. "529, 064 QOmeee |. kik 39,425 
War Department 
Inside continental United States............. 684,024 a) 51,287 
Outside continental United States...........| 1348,047 | 2316216 |.......... 31,831 
Total, including War and Navy Depts... . . "2,848,527 2,748,545 | 26,371 126,353 

Net increase, including War and Navy Depts. | Ses beets Sled 2 








1 1 Fone as of Apr. 39, 1946. 
2 Figures as of May 31, 1945. 


CREDIT AND FINANCIAL MANAGEMENT, September, 1946 





ae 





Committee Reports 
Many Violations of 


Personnel Ceilings 


The Joint Committee on Re- 
S duction of Nonessential Fed- 
w eral Expenditures has_ been 
studying the quarterly reports 
submitted to the Congress by the 
Bureau of the Budget pursuant to 
the Pay Act of 1945, since. the first 
report was made available. These 
reports set forth the Director’s de- 
terminations of personnel require- 
ments in the Executive Branch and 
any number of full-time employees 
or man-months of employment paid 
in violation of his orders. An analy- 
sis of the information submitted by 
the Bureau of the Budget disclosed 
the following facts. 

Between July 1, 1945 and March 
31, 1946 over 200 organization units 
had employees in excess of their 
personnel ceilings. During the first 
quarter, July 1, 1945 through Sep- 
tember 30, 1945, 82 organization 
units with 32 agencies had 30,392 
employees in excess of their per- 


TOMORROW'S KITCHEN 


Kors to the progressive Spirit 
of ’46, modern ingenuity and 
enterprise bring new comfort, 
convenience and work-saving ef- 
ficiency to the kitchen of tomor- 
row. This modern advancement 
parallels that brought to insurance 
protection by the streamlined serv- 
ice, improved methods and poli- 
cies of Illinois’ largest and oldest 
fire insurance companies. 

e When planning your property 

insurance, specify to your broker or 


agent the advanced service provided 
by these time-tested fire companies. 


MILLERS NATIONAL 


Insurance Company 


ILLINOIS FIRE 


Insurance Company 
HOME OFFICE: CHICAGO 
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sonnel ceilings ; this number dropped 
to 56 units within 15 agencies and 
1,783 excess employees during the 
second quarter, October 1, 1945 to 
December 31, 1945; and rose to 
66 units within 16 agencies with 
11,569 excess employees during the 
third quarter, January 1, 1946 to 
March 31, 1946. 

With respect to ceiling determina- 
tions for the three quarters, the 
Committee called attention to the 
fact that while personnel ceilings in 
the War and Navy Departments had 
been reduced 173,292 during the 9 
months reported, and while similar 
ceilings in the Emergency War 
Agencies had been reduced 77,097 
during the same period, at the same 
time the ceilings in the remainder 
of the government had been in- 
creased 164,608, thereby effecting a 
net reduction of only 85,781. 

Under the Pay Act of 1946 Con- 
gress has placed definite limitations 
on the number of classified em- 
ployees which may be retained in 
most departments and agencies. 
Violations of these determinations 
are subject to specific penalties in- 
volving loss of position and fine or 
imprisonment. In addition, under 
the Pay Act of 1945, Congress has 
empowered the Bureau of the Budget 
to place ceilings on other employ- 
ment not included in the Pay Act 
of 1946, with the provision that 
violators may have reserved from 
their expenditures’ any savings in 
salaries or wages resulting from re- 
duced personnel requirements. 


Partners Appeal 
Tax Decision To 


U.S. Supreme Court 


Washington. — U. S. Supreme 
Court has been asked to review a 
family partnership tax decision in 
which the question at issue is 
whether the income credited on the 
books to petitioner’s wife was prop- 
erly taxed to him under Section 22 
(A) of Internal Revenue code. 

Petition for writ of certiorari was 
filed by O. W. Lowry, who, with C. 
R. Sligh, Jr., owned equally all of 
capital stock of Charles R. Sligh Co., 
Holland, Mich., manufacturers of 
furniture. In spring of 1937 they felt 
that corporate taxes were “a drain 
on the business and prevented its 
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growth” and formed a partnership 
with their wives, according to court 
records. 

In May, 1937, Lowry transferred 
one-half of his shares to his wife. In 
spring of 1938, both men again con- 
sidered liquidating the corporation 
and forming a partnership to carry 
on the business. In December, 1938, 
all of the corporation’s assets were 
distributed, subject to all liabilities, 
in redemption of all of outstanding 
stock and in complete liquidation of 
the corporation. 

A limited partnership agreement 
was then executed, designating both 
men as general partners and their 
wives as limited partners. 

Limited partnership agreement 
provided, among other things, that 
the profit, after allowing for salaries 
to general partners and other items, 
were to be divided into four parts, 
but that no profit were to be dis- 
tributed until the general partners 


so decided. It also was decided that 

the limited partners, the wives, were 
not personally liable for losses of the 
firm and they were not to be held 
responsible for liabilities of the cor- 
poration assumed by the partner- 
ship. 

U.S. Tax Court included in in- 
comes of both men for 1939 and 
1940 amounts reported by their 
wives as their shares of partnership 
income. Deficiency notice stated 
this was done because the wives 
rendered no services and contributed 
no capital as such, to the business 
and because each husband, in the 
close family group, retained control, 
and administration of the business 
The Tax Court held that both men 
were each to be taxed, under Sec- 
tion 22 (A) of Internal Revenue 
code, upon one-half of partnership 
income for each of the taxable years. 
This. conclusion was affirmed by 
U. S. Circuit Court of Appeals. 
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Member Drive 
Continues To 
Meet Success 


The membership drive, which, under the 
guidance of President Blaine, was such 
a success in 1945-6, continues with un- 
abated success in the new fiscal year. 
Chad Calloway, of Chattanooga, heads 
this year’s membership committee. 

Two Associations, Amarillo and Terre 
Haute, have already, in three short 
months, exceeded their quotas for the 
entire year. Twelve others have half 
filled, or more than half filled, their 
annual quotas. Cincinnati needs only 
seven more members to complete its 
quota. 

These numbers reflect great credit 
on the local membership committees who 
have gone out and “Sold’’ the advan- 
tage of membership despite the continuing 
sellers’ market and the summer doldrums. 
More power to them. 


LEADERS IN THE MEM- 
BERSHIP RACE 
As of August 30, 1946 


August Total Pet. 
Net Gain Aug. 30 Gain 


CLASS A 

SAN FRANCISCO 15 978 104.93 
Louisville 14 1000 102.66 
Indianapolis 5 861 102.37 
CLASS B 

CINCINNATI 7 475 = 107.95 
Baltimore 7 433 106.38 
Oakland 5 334 106.03 
CLASS C 

SAN DIEGO 6 230 108.49 
Memphis 3 201 103.61 
Dallas 2 229 = 103.53 
CLASS D 

EL PASO 1 111 107.76 
Washington 0 108 104.85 
Houston 1 164 =103.79 
CLASS E 

AMARILLO 4 77 ~=—-: 120.31 
Terre Haute 1 54 117.39 
Honolulu 3 99: . ARS 
CLASS F 

CHARLOTTE 6 43 12226 
Erie 0 21 =110.52 
Springfield, Mo. 0 23 109.52 


NACM NEWS 


About Credit Leaders 


Highlights 


of 
NACM Activities 


During the past year a total 
of 1,026 students have been en- 
rolled in the National Institute 
of Credit and have been work- 
ing toward an award. Of this 
number, 993 were enrolled in 
chapters and 33 in correspond- 
ence course in Credits and Col- 
lections. Indications from all 
of the active chapters point to 
an increased enrollment in the 
N.LC. courses this fall. 

i. 

The semi-annual survey of com- 
mercial credit and collection condi- 
tions by the Foreign Credit Depart- 
ment of NACM, has received wide 
recognition in the leading metro- 
politan newspapers and export and 
import periodicals. One of the 
larger banks in Chicago has re- 
quested 1,000 copies of this report 
to be distributed to its leading cus- 
tomers. These facts indicate that 
this important department continues 
to maintain its leadership in the for- 
eign trade field. 

a 

The National Association of 
Credit Men has been a leading fac- 
tor in the fight against “exchange” 
charges on bank checks. The efforts 
of this Association during the past 
four years to have all checks paid at 
par are showing excellent results. 
Since January 1, 1946 a total of 
thirty-non-par banks have changed 
to a par payment basis. However, 
the necessity for continuing this 
very important campaign is seen jn 
the fact that there remains a total of 
2,103 banks still on a non-par basis. 

* * * 


In his Monthly Business Review 
dated August 15, Executive Manager 
Henry H. Heimann advocated lower 
taxes as a means of assuring high pro- 
duction and a continuation of high 
employment through 1947 and 1948. 
This declaration has been widely com- 
mented upon by leading newspapers 
and financial periodicals. In New York 
City the Herald Tribune, Sun, World- 
Telegram, Journal of Commerce and 
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Oilmen Prepare 
For Conference 


In Pittsburgh 


Plans for the 22nd Annual Meeting 
of the Petroleum Division, National Asso- 
ciation of Credit Men, which will be held 
October 9-10-11, 1946, at The Roosevelt 
Hotel, Pittsburgh, Pa., are moving ahead 
rapidly. 

William Stockton, Credit Manager, At- 
lantic Refining Company, Philadelphia, 
Chairman of the Board of Governors of 
the Division, and the Chairmen of vari- 
ous committees appointed by him, promise 
a most interesting meeting. 

The program for the meeting is almost 
complete. Subjects scheduled for dis- 
cussion are of current interest and im- 
portance to the petroleum industry. Here 
are several. “Petroleum Jobbers and Dis- 
tributors’—“Furnace Oil Accounting 
Short Cuts”—“C.0O.D. Collections by 
Petroleum Carriers,” and “Budget Sell- 
ing of Tires, Batteries and Accessories.” 

The meeting will be opened with an 
address by Professor Montford Jones of 
the University of Pittsburgh. The topic 
of his talk will be, “The Present Eco- 
nomic Picture.” Major Al Williams, 
Aviation Sales Manager of the Gulf Oil 
Corporation, Pittsburgh, will speak on 
“Aviation Problems” as they pertain to 
the petroleum industry. The Discussion 
Leader on this subject will be L. W. 
Bernhard, Credit Co-Ordinator, Standard 
On Company of New Jersey, New York 
City. An address will also be heard on 
“Motor Carriers” which will be de- 
livered by T. H. Atkins, Assistant Gen- 
eral Credit Manager, B. F. Goodrich 
Company, Akron. 

This meeting is national in scope. 
Advance registrations have already been 
made by leading petroleum credit execu- 
tives from all parts of the country. Be- 
cause of the many important problems to 
be discussed, a record attendance is ex- 
pected. 


Daily News Record, as well as the Com- 
mercial and Financial Chronicle (con- 
sidered one of the leading publications 
in the financial field) gave considerable 
space to Mr. Heimann’s remarks. Other 
newspapers featuring this issue of the 
Monthly Business Review included the 
Chicago Tribune, Kansas City Times, 
Cleveland Press, Philadelphia Inquirer, 
Louisville Times, Baltimore Sun, and 
numerous others. More than two hun- 
dred newspaper and business magazine 
comments were shown in a recent check 
on a previous Monthly Business Re- 
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view, indicating a wide influence on 
the business thinking of the nation by 
Mr. Heimann’s writings. 


* *«* * 


The National Association of 
Credit Men is, according to all avail- 
able information, the largest busi- 
ness organization in the United 
States. On September 1, the total 
membership was 25,413. Since the 
start of the Association year on May 
Ist there has been a net gain of 383. 
Although these figures are impres- 
sive, there are undoubtedly many 
good business firms who still should 
be enrolled in our national organi- 
zation. 


Graybar Appoints Two 
Credit Managers 


F. E. Gibson has been appointed district 
credit manager for the Graybar Electric 
Company at district headquarters in Chi- 
cago. Mr. Gibson became associated with 
Graybar in 1920 as a service and claims 
clerk in Seattle. Later he was located in 
Spokane and Portland as service and 
credit supervisor, and in 1932 he was ap- 
pointed credit manager at Seattle where 
he remained until his recent promotion. 

A. B. Young, who was service and 
credit supervisor at the Portland office, 
has succeeded Mr. Gibson as credit man- 
ager at Seattle. Mr. Young, a graduate 
of the University of Washington, joined 
Graybar over 24 years ago at Seattle. He 
was promoted to service and credit super- 
visor at Spokane in 1923. Nine years later 
he took over the same position at Port- 
land where he has served ever since. 


Credit Conference 
Plans Are Rapidly 
Being Completed 


Atlantic City: Plans for the annual 
Tri-State Conference of Credit Men of 
New York, New Jersey and eastern 
Pennsylvania at the Hotel Ambassador, 
Atlantic City, N. J., on Oct. 17, 18 and 
19, are rapidly being completed. Alfred 
F. Janus, of the Union Trust Co., coun- 
cillor for the Rochester Association of 
Credit Men, which is playing host this 
year, has just returned from the con- 
ference city after making arrangements 
for hotel accommodations. He expects 
500 or more to attend. 

H. P. Reader, of Cannon Mills, Inc., 
councillor for the New York Credit 
Men’s Association, District 2 of the Na- 
tional Association of Credit Men, is work- 
ing with David Austin, of Manufacturers 
Trust “Co., chairman of the New York 
Tri-State Conference Committee, on plans 
to send a big delegation from New York. 

It has been suggested to the Ambas- 
sador management that, if possible, dele- 
gates from each participating association 
be quartered on one floor. This does 
not mean that each association would have 
all of the rooms on one floor but that 
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those attending from one group would be 
on one floor in contiguous rooms. 

The conference will open with the usual 
“get together” on Thursday night, Oct. 
17. Friday will be devoted to a speakers’ 
program, and Saturday morning there 
will be separate trade group meetings 
from 9 to 11 o’clock, at which time the 
delegates will convene again in the main 
ballroom for a general closing session. 
There will be a luncheon on Friday, and 
a banquet at night. 


Southeastern Credit 
Conference To Meet 
At Jacksonville 


Jacksonville: The Southeastern Credit 
Conference, to be held in Jacksonville 
on October 17-18, promises to be a very 
successful function. Participating in the 
conference will be Tampa, Birmingham, 
Charlotte, Atlanta, Bristol, Memphis, 
New Orleans, Knoxville, Chattanooga 
and Jacksonville. 

A tentative program has already been 
published. On Thursday, the 17th, the 
Secretary-Managers will meet for the 
whole morning; the afternoon session 
will be conducted by the Southeastern Par 
Clearance Committee, and in the evening 
David A. Weir will speak at the banquet. 

On Friday various speakers assigned 
by the Associations will address the con- 
ference, and in the afternoon the industry 
groups will meet for a three-hour session. 

Arrangements have been made to take 
the visiting ladies for an all-day trip to 
St. Augustine on Friday, Registration 
will start at 10 a.m. on Thursday, con- 
tinuing throughout the day. 


Indianapolis Marks 
Twentieth Year of 
Secretary-Manager 


Indianapolis: At the board meeting, 
held at the end of the 1945-6 fiscal year, 
the board of directors of the Indianapolis 
Association of Credit Men elected a com- 
mittee composed of Edward Stilz, Kiefer- 
Stewart Co.; Robert O. Bonner, L. S. 
Ayres & Co. (both of whom were board 
members twenty years ago), and Fred J. 
Hamerin, Lilly Varnish Co., to arrange 
a suitable celebration of the twentieth 
anniversary of Merritt Fields as Execu- 
tive Manager. 

Accordingly a special anniversary 
luncheon was held at the Columbia Club. 
J. Edward Stilz presented the Board’s 
gift, a sterling silver coffee service, 
acknowledging Mr. Fields’ twenty years 
of service; the gift was presented to Mrs. 
Fields, in appreciation for the many lonely 
hours she has spent while her husband 
was away from home on Association 
business. 

The record shows vividly the results of 
Mr. Fields’ twenty years. In 1926 the 
Indianapolis Association numbered 288 
members; this number has been increased 
to such effect that the membership now 
stands at 856. 


Houston Will Be 
Hosts To Conference 
September 20 & 21 


Houston: The Southwest Credit Con- 
ference, to be held in Houston on Friday 
and Saturday, September 20 and 21, 
promises to be a most important occa- 
sion. 

The principal talk of the conference will 
be given by David A. Weir, Secretary of 
the National Association of Credit Men, 
at the luncheon on Friday. He has chosen 
for his subject “Stormy C’s.” Four 
other subjects will be discussed during 
the conference: the effect of taxes on 
credit, looking into the future, the effect 
of labor relations on credit and evaluating 
the credit risk. 

Mr. Weir and Mr. C. C. Heitmann 
of Fort Worth will join in a discussion 
the following day on the subject “Your 
National Association” during which the 
work done by the National Association, 
its value to the Credit Man and its 
place in the business world will be 
stressed. 


Maurice E. Filson, 
Active Kansas City 
Credit Man, Dies 


Kansas City: It is with great regret 
that the Kansas City Association of Credi* 
Men announces the death of their member, 
Maurice E. Filson, of the J. A. Folger 
Company. He was a hard worker in 
the Association and was known by all 
the members. 

His Association record dates back 
many years, but his last active work 
started in May, 1940, when he was elected 
to the Board of Directors. In 1941 he 
was elevated to Second Vice-President 
and then to Vive-President in 1942. On 
September 15, 1942 he became President, 
succeeding Harry Wuerth who was called 
to the Armed Forces. He acted as 
Counselor and Director in 1945 and since 
that time has been active on the Legis- 
lative Committee, of which he was Chair- 
man, and the Interchange Committee of 
which he has been Treasurer, President 
and Director. 


Los Angeles Secretary 
Warns of Impending 


Commercial Frauds 


Los Angeles :'An interview with A. D. 
Johnson, manager of the Los Angeles 
Credit Managers’ Association, and Chair- 
man of the NACM Secretarial Council, 
was featured prominently in a recent issue 
of the Daily News-Record, New York. 

“In these boom times all credit men 
should be on the alert for commercial 
frauds,” Mr. Johnson declared. “These 
conditions spawn countless opportunities 
for operators of dubious reputation to 
practice their specialties. Thee is evi- 
dence that people, some with considerable 
amounts of capital, are bringing ‘hot 
money’ to metropolitan cities for various 
uses.” Vat sn 


s 
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State Conference 
Planned By Conn. 


Credit Executives 


Danbury: By-the time this notice comes 
off the press the Connecticut State con- 
ference will be over. At the time of 
writing, however, deadlines being what 
they are these days, it is still very much 
a thing of the future. 

It is planned for September 10 at the 
Ridgewood Country Club. Taking as its 
slogan “Self or Go Bust,” the confer- 
ence will aim at reminding the credit 
man that now is the time to shine his 
shoes, dust off his desk and go to work, 
for the credit holiday is now over. Dean 
Sutcliffe of Boston will speak, and the 
conference will be keynoted by Henry 
H. Heimann. 


New England Credit 
Conference To Be 


Held In October 


Worcester : Just as this issue was going 
to press, news arrived of the projected 
New England Credit Conference, to be 
held in Worcester, Mass., on October 30, 
1946, with a night-before party scheduled 
te be held at the Hotel Sheraton. 

Arrangements are being made for a 
very instructive conference, and the com- 
mittee feels that attendance will reap 
larger dividends. 


Richard D. Turner Is 
New Tacoma President 


Tacoma: Richard D. Turner, Credit 
Manager of W. P. Fuller Company, has 
been elected President of the Wholesalers’ 
Association of Tacoma and the Tacoma 
Association ef Credit Men, according to 
a recent announcement. 


Baltimore’s Fiftieth 
Anniversary Plans 
Nearing Fruition 


Baltimore: The Baltimore Association 
of Credit Men celebrates its fiftieth anni- 
versary on October 15. All efforts are 
now being bent to make the celebration a 
fitting one. 

The membership committee is working 
against time to bring the membership up 
to 500. At the moment the membership 
stands at 432, and Chairman Earle R. 
Bromwell, Maryland Trust Co., is con- 
fident that the remaining 68 new mem- 
berships will be obtained before the anni- 
versary dinner. 

Speakers for the meetings are being 
selected for a variety of interesting sub- 
jects, including economics, national 
affairs, international affairs, science, 
philosophy and labor-management prob- 
lems. For the BIG meeting in October 


acceptance has already been received from 


Senator Joseph H. Ball. 





Minneapolis: The Credit Women’s In- 
tergroup Conference, to be held October 
19 and 20, at the Hotel Radisson in 
Minneapolis, is assuming a national char- 
acter this year. Early indications point to 
record-breaking attendance by Credit 
Women from every corner of the country. 

Plans are in the making for an out- 
standing event, An informal reception 
for early arrivals opens the convention on 
Friday night. Registration on Saturday 
morning will be followed by a full pro- 
gram including presentations of credit 
problems by prominent credit women, a 
luncheon, and an open forum on present 
day credits. 

The highlight of the conference will be 
a banquet on Saturday evening, at which 
there will be a prominent speaker. The 
final business session will follow the Sun- 
day morning breakfast, with official ad- 
journment at noon. For those not leaving 
Minneapolis immediately, sight-seeing 
tours of the Twin Cities are being ar- 
ranged for Sunday afternoon. All 
Credit women are invited and urged to 
attend. If there should be any who need 
more information it can be obtained from 
Ruth Kincaid, Minnesota Supply Co., 706 
6th Avenue, South, Minneapolis 15. 





Toledo: The Credit Women’s Group 
picnic was held on July 9 and was en- 
joyed by about 30 members and guests. 
A box supper was served on a corner of 
the spacious grounds at the residence of 
the hosts, Mr. and Mrs. George Milliere, 
a beautiful spot surrounded by giant forest 
trees and flowers. Following the supper 
the group was entertained in the recrea- 
tion room until a late hour. 


Philadelphia Golfers Pay 
Visit to Chocolate Capital 


Philadelphia: With a courage amount- 
ing almost to rashness, considering the 
foul weather-in the east during almost all 
of August, the Credit Men’s Association 
of Eastern Pennsylvania planned a golf 
tournament and good fellowship dinner at 
the Hershey Country Club on August 20. 

Competition was very keen with H. E. 
Wheeler of N. W. Ayer and Sons, Inc., 
carrying off first honors with a low gross 
score of 81, followed by Rice Longaker 
of the Land Title Bank and Trust Com- 
pany, who is Chairman of the golf com- 
mittee, with 87. E. A. Wilson of 
Struthers-Dunn, Inc., had the low net 
with 69, closely followed by E. A. 
Schramko of Standard Oil with 70, The 
good fellowship dinner in the evening 
brought out many member who do not 
play golf and, all in all, it was a very 
successful day. 

Secretary-Manager J. Stanley Thomas 
refuses to disclose his score, despite his 
new No. 6 iron, a gift from: Mell Oliver, 
Secretary-Manager of the Western Penn- 
sylvania Association. 
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News of the Credit Women’s Groups | 


Denver: The regular August meeting 
of the Denver Credit Women’s Group was 
held at Evergreen-by-the-Lake, in Ever- 
green, Colorado on Tuesday, August 20, 
and took the form of a picnic. No lovelier 
setting for a picnic could be found any- 
where than at Evergreen, and the mem- 
bers pronounced it a huge success. 





Louisville: The summer outing of the 
Credit Women’s Group of Louisville was 
held in Shawnee Park on August 7. After 
a plenteous buffet supper competitive 
games were played with prizes donated by 
the members. Reports were made on the 
National business meeting by Marie 
Schimpeler and Alleen Harrison. Nat- 
urally the good news that Louisville had 
won the scholarship drawing was joyfully 
received. President Margie Schubnell 
announced her committees. 





Seattle: The Seattle Credit Women are 
getting away to a good start and the 
newly elected President, Martha Brune, 
who recently returned from the National 
Business meeting is keeping her com- 
mittees active. 

At a recent meeting the newly elected 
officers appointed chairmen for the various 
committees. 

The annual picinic was a huge success. 


Cincinnati Hears Talk 
On Air Freight Cargo 


Cincinnati: The Cincinnati Association 
held its regular Credit Club luncheon on 
August 13 in the Credit lub Room of 
the Sinton Hotel. John Stewart of Air 
Dispatch Inc. spoke on “Air Freight 
Cargo.” 

Air Freight is rapidly expanding and is 
a service that will have an enormous 
effect on credit. For that reason the talk 
was very timely and well received. 





INDUSTRIAL ORGANIZATION 
PEORIA, ILLINOIS 

WANTS YOUNG MAN WITH 
WHOLESALE CREDIT EXPERIENCE 


College Graduate preferred. 2 
years wholesale credit experience, 
5 years additional business experi- 
ence required. Single or married. 
Age limit 37. Thorough under- 
standing of wholesale financing. 
Some travelling, no car necessary. 
Reply in confidence. Full protection 
given present employment. Give 
resumé of business experience. Our 
employees know of this advertise- 
ment. Reply Box S-1, Credit and 
Financial Management. 
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Association 
Presidents 


Credit is one of the oldest 
things in the world. Glance 
quickly through Bartlett, and all 
the other quotation books, and 
you will find that writers from 
the earliest times have found it 
necessary to mention it. You 
will also find that all the writers, 
BALTIMORE from Shakespeare to Shaw, from INDIANAPOLIS 
Arthur L. Franklin : : Walter J. Hubbard, Jr. 
Credit Manager Cicero to Ben Franklin, all of Aidistonk Gaileine 
PITTSBURGH PLATE GLASS CO. diame speak ov eneiiie os the AMERICAN NATIONAL BANK 
cement that binds together the 
tenuous shreds of commerce. 
Except Alexander Pope; but he 
never had a good word to say 
about anything anyway. 
Credit, it seems, is a GOOD 
thing; it is here to stay. Hence 
the care taken by Credit Execu- 
tives to choose first-rate men as 
Presidents of their Associations. 
It is a time-consuming job, and 
a worrisome one. It speaks well 
for the men who take on such 
HARTFORD a job that they are unselfish WORCESTER 
Wm. J. Buckley enough to devote to it the time Sylvanus J. Smith 


Secretary Manager, Credit Department 
THE PECK SPRING CO. and worry necessary. MECHANICS NATIONAL BANK 


CEDAR RAPIDS DULUTH DAYTON 


Joseph Kust Charles Olson 


Ernest D. Martin 
District Credit Manager Assistant Treasurer—Credit Manager Secretary-Treasurer 
' WILSON & CO., INC. S. & S. AUTO PARTS CO. THE ROEMHILDT CoO. 
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EDUCATION AND ADVANCEMENT 
Expanded Program Offers Fine Opportunities 


program to the development of 

a recognized professional status 

of credit executives? Those 
who answer this question reveal a 
strong conviction that the credit 
executive holds a most important 
post in the functional operations of 
our National business economy. 
There also emerges the recognition 
of the great need among credit and 
financial executives for the improve- 
ment of technical competence and 
leadership qualities in the conduct 
of business affairs. The credit exec- 
utive, to a greater degree than most 
executives must be a master of good 
human relations technique and be a 
continuous student of the effects of 
change in economic, social and moral 
conditions upon the human factor in 
business. He must also be capable of 
taking stock of the economic and 
social costs to business and to society 
brought about by managerial mud- 
dling. 

There are relatively few execu- 
tives who would contend that it 
would be easier and less costly to 
maintain incompetent personnel than 
to take the more difficult path of se- 
lecting and developing competent 
men and women capable of assuming 
and meeting important responsibil- 
ities in their respective departments. 
Progressive credit executives, clearly 
recognize that a high grade well-inte- 
grated educational program is a nec- 
essary part of any plan designed to 
achieve greater professional recogni- 
tion for those engaged in credit work. 


: How essential is an educational 
M 


Three Phases 


Professional preparation for credit 
and financial management involves 
three essential phases : 

1. Training in those subjects from 
which the individual obtains a thor- 
ough fundamental knowledge of im- 
portant business functions. 





by DR. CARL D. SMITH 


Director 
National Institute of Credit 
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2. Training in the analysis and 
solution of typical credit and finan- 
cial situations out of which the indi- 
vidual develops essential skills of 
use to him in credit work. 

3. Facilitating the development 
of human relation and personnel 
techniques by which the individual 
acquires confidence and competence 
in working harmoniously — with 
others. 

To accomplish these objectives of 
professional preparation is no small 
task for our membership. The Na- 
tional Credit Education Committee 
and the Board of Directors of our 
Association have, during the past 
year, devoted considerable time and 
study to a long range educational de- 
velopment which will accomplish 
these objectives. The result is a new 
program of education which was 
officially approved by the French 
Lick Conference and which will be- 
come effective on September 1, 1946. 
This program is fully outlined in the 
National Institute of Credit new cat- 
alog recently released to the field. 

It is through the 71 chartered 
chapters of the Institute that the for- 
mal phases of this new program are 
to be put into effect. Those who 
wish to gain professional recognition 
for their work and study will find 
three constructive training programs 
offered through the Institute. These 
have been carefully designed so as to 
provide a well-integrated educational 
service for employees of member 
firms of the Association. 


The Programs 


The Associate Award Program is 
basic and provides training for cler- 
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ical and office employees in the Fun- 
damentals of Business Organization, 
Economics, Accounting, and Credits 
and Collections. Those who are not 
proficient in the use of English will 
be required to take additional work 
in that subject. At least three years’ 
experience related to credit and 
financial work is a prerequisite to 
receiving the Associate Award. In 
addition the candidate must pass a 
general qualifying examination to 
demonstrate his eligibility for the 
Associate Award. 

The Fellow Award Program car- 
ries on from where the Associate 
Award Program terminates and pro- 
vides training in the more advanced 
phases of credit and financial func- 
tions and is designed to prepare for 
supervisory and executive responsi- 
bilities. The required courses in- 
cluded in this program are Credit 
and Commercial Laws, Effective 
Speaking, Service Selling, Credit 
Problems, Financial Statement Anal- 
ysis, Applied Psychology, and the 
Techniques of Supervision. In ad- 
dition the student selects two half 
courses from the list of elective sub- 
jects within the field of his major 
interest. At the termination of his 
period of study, the candidate for an 
award must pass a comprehensive 
qualifying examination primarily 
designed to measure his analytical 
and problem solving ability and to 
test his professional qualifications for 
the Fellow Award. He must also 
present evidence of at least six years’ 
experience in credit and financial 
work, of which three years may have 
been offered for the Associate 
Award. 

Provision has been made whereby 
those who were enrolled in the Insti- 
tute prior to May 30, 1946, as candi- 
dates for either the Associate or 
Fellow Award are privileged to 
complete the program of study they 
were pursuing prior to that date, 
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but they must in any event, complete 
the program and qualify for the 
award not later than August 31, 
1948. This makes it possible for 
those enrolled in the Institute prior 
to June 1, 1946 to qualify for their 
award on the old program basis. 


Executive School 


During the summer of 1947, an 
Executive School of Credit and 
Financial Management will be estab- 
lished and located upon the campus 
of a leading university. The purpose 
of this school is to further the pro- 
fessional and technical interests of 
credit and financial executives and 
other top management officers. The 
school will be conducted for an 
intensive two-week period during the 
month of August. Completion of 
the program will require attendance 
for three summer periods, not neces- 
sarily consecutive. The objectives 
of the program are to interpret eco- 
nomic and financial policies, to fur- 
nish a broad prospective of business, 
to develop managerial and adminis- 
trative abilities, to encourage scien- 
tific and systematic thinking upon 
current business and financial prob- 
lems, and to stimulate the develop- 
ment of executive leadership quali- 
ties. Enrollment will be limited to 
100. A highly competent and experi- 
enced faculty is to be recruited and 
the school, throughout, will be con- 
ducted on a high quality basis. A 
special bulletin fully describing the 
school will be issued in January 
1947. 


Correspondence Courses 


In cooperation with the Extension 
Division of the University of Wis- 
consin, the National Institute of 
Credit has made available 12 differ- 
ent correspondence study courses 
specifically related to credit and 
financial management. This cor- 
respondence study program has been 
designed to meet the needs of am- 
bitious men and women who may 
be so located that they cannot at- 
tend chapter classes or who may 
wish to supplement their resident 
study programs. The quality of in- 
struction and content of the courses 
offered conform to the same high 
standards set by the Institute and 
the University for students who 
study in resident classes. A special 
booklet published by the Institute 
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is available upon request. Forums, 
problem clinics, short-term ‘insti- 
tutes, and work shops are the prin- 
cipal activities through which these 
informal educational objectives are 
implemented. 

The Institute has effected co- 
operative relationships with 35 col- 
leges and universities at which the 
Associate or Fellow Award pro- 
grams are offered in whole or in 
part. It is the general policy of the 
Institute to encourage chapters to 
conduct their educational programs 
in cooperation with these estab- 
lished institutions. 

Care is exercised in the selection 
of instructors who know how to 
teach, who have had practical ex- 


perience in business and who possess 
a vital interest in the work and wel- 
fare of adult students. Nothing 
contributes so much to the success 
of an adult class as good instruc- 
tional leadership. A good teacher 
is one who has a good teaching per- 
sonality, who.has a broad general 
knowledge of his own and related 
fields, who possesses a thorough 
knowledge of the subject he teaches, 
who is a master of the techniques 
of teaching and who has an appreci- 
ation of the objectives to be attained 
as a result of his leadership. 

The new program is being en- 
thusiastically accepted by national 
and local officers and by cooperating 
colleges and universities. 


“WAS IT A COW?” 


eee 


by CHARLES FORWARD 
Special Writer 





his polished desk and tilted his 

chair first forward, then back- 

ward. He pushed the ash tray 
aside and shoved the fountain pen 
in the holder. A neat metal calen- 
dar told the date, Monday June 17th, 
1946. At the left of the desk rested 
his telephone, just to the rear but 
within arms reach was the public 
address phone and along the edge 
a series of buttons, the first labled 
secretary and then sales, credit, pro- 
duction, stock, etc. He opened his 
desk drawer selected a pipe, filled 
it with his favorite tobacco blend 
and proceeded to blow smoke rings 
toward the ceiling. 

“T wonder,” he mused, “has busi- 
ness always been as full of connivery, 
chicanery, troubles and problems as 
it is in this modern business world? 
Governmental interference, labor 
demands, transportation problems, 
they could never have been worse.” 
Abruptly his thoughts changed “I’m 
definitely not going to pay a hun- 
dred bucks to see that Louis-Corm 
fight. No sir, I’ll just turn on the 
radio and enjoy the evening at 
home.” Then with a sudden awak- 
ening, he pushed the button sum- 
moning his secretary. “I’m sorry, 
Miss Smith, I fell to dreaming 
about my troubles and forgot about 


= Mr. Dunbar, the boss, sat at 
u 
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that young man who was waiting to 
see me—” “He’s still waiting,” his 
secretary interrupted. “How long 
has he been out there?” “Just an 
hour and five minutes,” the secretary 
replied checking her watch. 

“Who is he and what does he 
want?” “His name is George Rey- 
nolds, he works in the Credit De- 
partment—that is, he did work there. 
He’s leaving the company and he 
wanted to talk with you before he 
left.” 

“Oh well, send him in.—compared 
with the trouble I’ve had with Union 
contracts, handling one individual 
shouldn’t he too difficult.” Then as 
an after thought he questioned, “Is 
it more money?” “I don’t think 
so,” the secretary replied. 

Mr. Dunbar again seated himself 
at his desk and began to feel a little 
guilty about keeping the young man 
waiting so long but it didn’t bother 
him too greatly because he consid- 
ered it an executive’s: prerogative. 
He was turning over in his mind 
whether to apologize for the delay, 
when the door opened and in stepped 
young Mr. Reynolds. Without a 
moments hesitation he began thank- 
ing Mr. Dunbar for the privilege of 
talking with him and for his gener- 
osity in sacrificing a portion of his 
valuable time. 

Reynolds had been employed by 
the company about ten years but 
Mr. Dunbar had never paid much 
attention to him. He knew he was 
a good worker, punctual, thorough, 
excellent on details, and had never 





caused any friction in the office. 
Now he found himself staring at 
him. Reynolds was a man of good 
intelligent appearance. He noticed 
the few gray hairs beginning to 
appear about his temples. “Tell 
me, Reynolds,’ Mr. Dunbar ques- 
tioned, “Why do they refer to you 
as the young man in the credit 
department?” “Well, I suppose, 
it’s because I was a young man when 
I started here and I’m still not old.” 
“You see,” Reynolds continued, “In 
the business world when a young 
man starts to work in a clerical 
capacity, and remains in that capac- 
ity, or even if he receives minor 
promotions, he remains a young 
man to the officials of the company 
until one day, over night he becomes 
old. It seems as if there is no 
middle age in business. That’s one 
of the reasons I’m leaving here.” 

“T don’t quite understand or fol- 
low you.” Mr. Dunbar, was keenly 
interested. “You mean you're afraid 
of getting old on the job?” 

“If I should stay here, in my 
present capacity, instead of being 
young Mr. Reynolds in the credit 
department, it would soon become 
old man Reynolds in the credit de- 
partment, and that’s what I don’t 
propose to happen to me.” 

“You mean you want to get ina 
different line of work?’ Dunbar 
queried, and then hastened to add, 
“possibly we could transfer you to 
a different department, but with 
your experience”—Reynolds stopped 
him, “No that isn’t the answer. I 
like credit work, I enjoy it. What 
I am seeking now is a position as 
credit manager. Credit management 
is a profession of its own. It re- 
quires a specialist and I now feel 
qualified to fill such a position.” 

Mr. Dunbar shifted in his chair 
“Isn’t that just about what you’re 
doing here?” “No sir,” Reynolds 
replied without hesitation. ‘What 
I do here is little more than detail, 
between the office manager, the sales 
manager”’—“and me,” Mr. Dunbar 
put it, the credit functions are 
assumed. 

“Tell me, Reynolds, what caused 
this sudden realization on your part 
that you are now ready for major 
executive responsibilities ?” 

“It is no sudden awakening. Quite 
frankly, I’ve been preparing myself 
for something better for years. It 
is one of the things I’m particularly 
grateful to you for. While I’ve been 


here doing detail work and gaining 
some practical experience and knowl- 
edge, I’ve had time to study and 
do some research work too.” 


“Just what have you studied?” 
Dunbar asked. “Generally speaking 
all phases of business, with particular 
emphasis on credit, finance, and 
human relations.” 


“And what have you learned?” 
Dunbar asked smilingly. 


It wasn’t funny to Reynolds. He 
bit his lip and stared at the boss, 
then slowly and deliberately he be- 
gan: “Listen, Mr. Dunbar, I know 
business from Alpha to Omega, his- 
torically, politically, chronologically, 
technologically, and psychologically. 
I know how it started, in an atmos- 
phere of trickery, suspicion and dis- 
trust. I know the history of the 
Fuggers, the Rothschilds and the 
House of Morgan. What’s more I 
know money,—I know how man has 
traded since they stamped a cow 
on a piece of metal and made it a 
medium of exchange.” 


“Wait, now wait, just a minute,” 
Dunbar pleaded,—‘“here have a 
smoke, I’m beginning to enjoy this 
discussion. Cigar or cigarette?” “TI 
smoke a pipe,’ Reynolds replied, 
pulling it from his pocket. “Then 
try my blend” Dunbar pushed the 
humidor across the desk. They sat 
silently smoking, then after consider- 
able meditation the boss leaned over 
his desk. “You say you know busi- 
ness historically, then tell me, was 
there ever a time when a manager 
had more complications and troubles 
than he does today?” “Of course 
there was,” Reynolds replied, “busi- 
ness conditions were worse yester- 
day, than they are today, and the 
further back you go into history the 
worse the conditions were. Busi- 
ness conditions are better today than 
they were yesterday, and they'll be 
better tomorrow than they are today. 
The trouble is,” Reynolds continued, 
“the daily, efficient flow of com- 
mercial traffic in all phases of human 
supplies is so taken for granted that 
the least little temporary snag irks 
and annoys us. In today’s business, 
sound judgment is the principal ele- 
ment of business success, but in the 
old days you had to have good 
judgment, plus a lot of good luck 
to survive. You don’t have to 
worry about overseas cargoes being 
seized by pirates, ships scuttled and 
crews murdered. Overland ship- 
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ments arrive without being subject 
to attack and seizure by bandits.” 
“And,” Reynolds went on, “You 
are not forced to extend credit to 
dukes, barons and others of high 
position and run the chance of get- 
ting your ears cut off, if you were 
so indiscreet as to press them for 
payment.” 

“Suppose we get back to your 
personal problem now,” Dunbar sug- 
gested. “This position of Credit 
Manager, you seek, have you any 
prospective employers in mind?” 
“No,” Reynolds replied, “but I have 
a few irons in the fire.” 

“Would you rather stay here if I 
gave you the title of Credit Man- 
ager?” “Only on condition the title 
carries with it the authority and 
responsibility it implies and that the 
appointment is announced by you 
personally.” 

“You know, Reynolds, you’re all 
right, I think you can relieve me of 
a portion of my problems. Yes sir, 
I'll do it now, I'll tell both Cooper 
and Ralston how things stand,” and 
he pushed the whole row of buttons 
on his desk. In a few minutes the 
private office was packed with de- 
partment:heads. Then the boss began 
to speak very sincerely. 

“You people know George Rey- 
nolds—well from this moment for- 
ward, Mr. Reynolds is the credit 
manager of this company. He an- 
swers to no one in the company but 
me, his decision on all credit prob- 
lems is to be regarded as my deci- 
sion. I know you'll be glad to give 
him full cooperation.” 

Both the sales manager and the 
office manager bore a Mona Lisa ex- 
pression but they very discreetly of- 
fered their hand and congratulations 
and between them they wondered 
what form of blackmail Reynolds 
had used on the boss. 

The boss broke up the congratula- 
tions spree by announcing that Rey- 
nolds and he had some more details 
to discuss privately. When the room 
was Cleared Reynolds thanked Mr. 
Dunbar and told him he would never 
regret his action. 

“T don’t know,” Dunbar said with 
a puzzled expression, “maybe you 
should have been a sales manager.” 
“Mercy no!” Reynolds protested, 
“salesmanship is just an elementary 
requirement for credit management.” 

“Come here, Reynolds, I want to 


(See Page 40, Column 3) 
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$150,000,000 of New Housing 


Planned by Life Companies 


pecemmipemg. 






of rental housing, representing 

homes for an estimated 75,000 

persons, is either already 
under construction by the life insur- 
ance companies of the country, or 
is scheduled to be started within the 
next year, it is reported by the In- 
stitute of Life Insurance. 

Thi¢ brings to more than $275,- 
000,000 the total of rental housing 
being financed by the life insur- 
‘ance companies on an ownership 
basis and to 150,000 the number of 
persons to be housed by these pro- 
jects, as housing valued at $125,- 
000,000 and accommodating about 
75,000 persons is already owned and 
operated by them. 


= More than $150,000,000 worth 
M 


There are now a number of life ~ 


insurance companies directly active 
in the construction or operation of 
more than 20 housing projects in 


ten states, scattered from California 
to New York. Not all of these 
units have as yet been publicly an- 
nounced. Many of them are self- 
contained communities, with a large 
percentage of the ground devoted 
to park and recreation areas, repre- 
senting a new type of planning for 
densely populated areas. The park 
areas run as high as 75% of total 
ground in some of the projects. 

In addition, several companies 
have other projects in the plan- 
ning stage which, if carried through 
to contract, may start within a year. 
There are at least twenty life in- 
surance companies, in addition to 
those already active, which are 
keenly interested in possible future 
housing projects and the specific 
developments some of them now 
have in mind may add several states 
to the list. 





Profit Producers for Industry 
(Continued from page 29) 


more and more teaching the impor- 
tance of these economic truths. Mr. 
Ralph Hendershot in his Financial 
Column in The New York World- 
Telegram, a few months ago stated, 
“The difference between the high 
living standards in this country and 
China in fact are due primarily to 
the use of labor saving machinery. 
We might point out too that the 
war was won only because we had 
labor saving machinery. These facts 
should be self-evident. ... We 
should build a monument in this 
country to the labor saving devices.” 

Those of us who are closest to 
this situation must take an individu- 
al responsibility for seeing to it that 
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our friends and our associates un- 
derstand these simple fundamental 
facts. 

We must advance in the promo- 
tion of our private businesses by 
seeing that outmoded and worn-out 
machine tools in our plants are re- 
placed either with good war surplus 
machines or with the newer models 
of machines tool builders. 

In so doing we will be playing a 
shrewd game typical of the tradi- 
tional, ingenious Yankee. We will 
offer a greater challenge to our com- 
petitors; we will create new mar- 
kets because of new goods that we 
will produce more economically. We 
will furnish wider employment, at 
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higher labor rates as they are 
earned, and by increasine produc- 
tion, we will supply our fellow-citi- 
zens with an abundance of needed 
articles to improve our living conc 
tions and our national morale. 
Beyond this we will do something 
to strengthen our country more ef- 
fectively than any legislation or 
regulation.can accomplish. We will 
continue to lead the world in the 
production of fine things and will 
help to inspire all of humanity to 
be seeking after higher levels of liv- 
ing and higher standards of moral- 


ity. 


Then machine tools will be more | 


widely acclaimed as instruments of 
welfare for mankind, as well as the 
leading “PROFIT PRODUCERS 
FOR INDUSTRY.” 


Was It a Cow? 
(Continued from page 39) 


ask you something confidentally. 
Are you sure it was a cow they 
stamped on a piece of metal ?” 

This time Reynolds was puzzled, 
but he answered emphatically, “I’m 
certain it was.” 

Then the boss suggested smilingly, 
“couldn’t it, perhaps have been a 
little bull?” Reynold’s face flushed 
for a moment but he stuck to his 
guns, “It was a cow, sir.” 

“I’m late for my appointment now, 
but I’ll tell you what you do, Rey- 
nolds, you have lunch with me to- 
morrow and it will be my turn to tell 
you something about money,—per- 
haps it’ll interest you.” 

As he left Reynolds wanted to 
say, “that ought to make history, 
too,” but he didn’t say a word. 





Former Dun & Bradstreet reporter with pet- 
sonnel and credit experience desires opportunity 
as assistant in credit dept., preferably in 
Greater Boston. Has completed courses in 
Public Speaking, writing and advanced Credit 
& Collections, Has ability to meet people. 
More interested in experience than salary. 
Age 32, married, no children. Address Box 
S-2, Credit and Financial Management. 


CREDIT MANAGER. Excellent record and 
volume experience in manufacturing, jobbing 
installments. Currently employed as credit and 
office manager. Personnel, claims, adjustments, 
sales, taxes. Industrious, loyal, conscientious. 
Wishes connection with progressive firm. Box 
S-3, Credit and Fintuciel Management. 


Credit Manager, 40, unmarried, with two years 
= accounting and seventeen years Credit 

ept. experience, desires sition with future, 
where merit is rewarded. ominal salary. Un- 
gaperss at present and willing to travel. Box 
S-4, Credit and Financial Management. 


Credit Manager or assistant to top-flight execu 
tive available. Veteran 30, married, desires 
position with future. Thoroughl experienced 
in credit and collection work. Fellow of the 
National Institute of Credit. College account 
ing \major.’ Good financial analyst. ales- 
minded. Will locate anywhere. Write box S-5; 
Credit and Financial Management. 
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